AFTERMATH OF INFLATION 


HE British Parliament has been 

the birthplace of a great deal of 
lightened legislation which has been 
pied in other parts of the world; it 

also claim the doubtful honour of 
aying passed the first effective income 

law. This historic event occurred 
the end of the eighteenth century, 
md except for a break after the 
apoleonic Wars income tax has now 
gen levied in the United Kingdom for 
yer 150 years. During this period 
feat institutional changes have taken 
ice, and the original simple statute 
which is still the basis of the law) 
is achieved fantastic complexity. 


e first income tax was levied at a 
a@ndard rate of two shillings in the 
und. The rate fell to twopence on 
fe occasion during Queen Victoria’s 
sign, and it did not rise above two 
illings until the outbreak of World 

I, At such levels of taxation, 

hity did not assume the importance 

is attached to it now. Today’s 
ih rates, coupled with allegations of 
equity and imperfection in the law, 
fe given rise to claims both in the 

ted Kingdom and elsewhere that 
Kation is causing “capital erosion”. 
} charge is a serious one, for neither 
fividuals nor nations can live inde- 

ely on past accumulations. 


Tn 1950 the United Kingdom gov- 
mment appointed a Royal Commis- 
fh on Taxation of Profits and In- 
fe, whose broad terms of reference 
luded the following: “to consider 
ther for the purposes of the 
onal economy the present system is 
best way of raising the required 
Wenue from the taxation of profits 
income. ” The Commission’s 
i report has just been made public, 
ma the fact that it has taken five years 
Momplete gives some indication of 
attention that has been devoted to 


task. The Commissioners heard 
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numerous submissions on this problem 
of capital erosion, and it is interesting 
to note that they accepted LIFO as a 
satisfactory basis for inventory valua- 
tion (the effect of LIFO being that 
goods sold or used are absorbed into 
cost at the most recent price paid), 
but that they did not recommend the 
allowance of depreciation based on re- 
placement cost. 


The implications of the Commission- 
ers’ attitude seem clear. Taxable in- 
come is a legal concept, but the 
methodology used in its ascertainment 
is accounting. LIFO is regarded by 
the majority of accountants as one of 
several acceptable methods of pricing 
inventories, but depreciation on re- 
placement cost, although it has many 
advocates, has not yet been generally 
accepted. It seems that refinements in 
the legal concept of taxable income can 
be expected to follow, but not to pre- 
cede, refinements in the accounting 
concept of profit. This puts the bur- 
den back on accountants to develop and 
clarify their own ideas on the tech- 
niques of profit determination. After 
changes have been accepted by accoun- 
tants, it may then be expected that 
those changes will eventually be incor- 
porated in income tax legislation. 


Some work has already been done 
in Australia on the problems arising 
from changing money values. A panel 
of the Australian Chartered Accoun- 
tants Research Society has recently 
completed a most interesting case 
study. Now a South Australian re- 
search group of the Australian Society 
of Accountants is using questionnaire 
methods in an attempt to measure the 
effects of inflation on company fin- 
ances. It is to be hoped that the group 
will receive full co-operation from 
those who are asked to supply informa- 
tion on this vital topic. 
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Labour control through budgets and standards—q 
case study of the procedures used by one of 
Australia’s largest manufacturers. 


Control Over Labour 
F. A. MASSEY 


ABOUR represents the greatest 
proportion of cost of production in 
any civilised community and therefore 
provides the most important avenue for 
economies. To achieve increased pro- 
duction, first a goal must be set, then 
the actual result analysed to determine 
why it varied from the original plan, 
and finally corrective action must be 
taken to eliminate adverse variations. 
These are the essential elements of con- 
trol. The detailed approach will vary 
according to the type of business 
operating. 


Determining Labour Requirements 


Before any overall plans can be 
made for the control of labour utilisa- 
tion and the determination of labour 
requirements, a production schedule 
must be prepared. This schedule 
will give full details of quanti- 
ties to be manufactured in the 
foreseeable future, and the required 
delivery dates. Factors that will need 
to be taken into consideration are: 
plant capacity, availability of materials 
and labour, and sales outlook. Firm 
production schedules are usually pre- 
pared for the month ahead and tenta- 
tive schedules for three or four suc- 
ceeding months. Labour requirements 
will come under two headings :—pro- 
ductive, and non-productive (indirect) 
labour. 


The approach to the determination 
of the labour requirements will depend 
on the type of business. In repetition 
manufacture the procedure will nor- 
mally be related to the use of stan- 





F. A. Massey, F.C.A.A., is Assistant 
Comptroller, General Motors-Holdens 
Ltd. 
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dards, and in this case the next step 
will be to determine the number of 


‘productive hours ‘necessary to achieve 


the scheduled volume. With standard 
times available, the scheduled output 
can be evaluated in terms of standard 
hours and converted at the anticipated 
efficiency rate to ascertain the number 
of productive employees required. It 
is necessary to make allowance for 
average absenteeism and unpunctual- 
ity. If standard times are not ayail- 
able estimated times will have to be 
used. 

To arrive at indirect labour require 
ments, the variable rate as established 
in the financial budget will be applied 
to the number of productive employees 
arrived at on the basis of the forward 
schedule as already described. The re 
sultant figure will represent the per- 
missible number of variable employees. 
Add to these the non-variable levels as 
established in the budget to obtain the 
maximum number of indirect employ- 
ees allowable. This figure should be 
used as a guide only, and each case col- 
sidered on its merits before additional 
staff is engaged. 


The variable rate referred to is 
merely a means of expressing the de 
gree to which a specified item of & 
pense fluctuates with rises or falls i 
productive labour. For instance, it 
is very obvious that if output were 
doubled, it would not be necessary 
employ twice the number of floor 
sweepers or clerical staff. If, how 
ever, every item of the product is = 
dividually inspected, it is quite li 
that double the number of inspectors 
would be required. 
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CONTROL OVER LABOUR — Continued 


Unfortunately, there is no ready- 
made formula that will satisfactorily 
determine such a rate. It is necessary 
for each type of expense in every de- 
partment to receive individual treat- 
ment. The only satisfactory approach 
is to measure, or plot on a graph, the 
extent to which each type of expense 
has in actual practice fluctuated in re- 
lation to volume over a lengthy period 
—several years if possible. This cer- 
tainly involves some analytical work 
but it is not a difficult job. 

Where changed conditions make 
such an approach impracticable, or 
where a new department is involved, 
a rule-of-thumb method which may be 
used to get a starting point is to de- 
termine the non-variable expenses in- 
cluded in the budget. These are the 
expenses which would continue in the 
event of a prolonged close-down, say 
for up to six months. In the case of 
salaries and wages, for example, the 
non-variable people retained in the 
event of a temporary close-down would 
consist of a nucleus of supervisory 
staff—undoubtedly the plant manager 
or superintendent, and possibly his 
secretary and also a number of fore- 
men, inspectors, tool-setters, and so 
on. After the determination of those 
expenses which are considered to be 
non-variable, the remainder will be 
classed as variable. 

The variable expense under each 
account group or heading is then cal- 
culated as a percentage of the budget 
productive labour, and these percent- 
ages are accepted as the variable rates. 
The application of these variable rates 
to standard productive labour at actual 
volume gives the permissible variable 
budget allowance. This method would 
tend to give a fairly high variable 
element. However, it is always pre- 
ferable for the variable rate to be on 
the high side, because the higher rate 
gives a warning light much sooner 
in cases where production is falling, so 
that economies can be considered more 
speedily. 

Consideration should next be given 
to the method to be used to measure 
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performance. Measurement alone 
shows what should be expected from 
labour, and determines what is being 
received from labour. 


Setting Standard Times 


The best known method of measur- 
ing productive labour is by the use of 
standard times. A good standards 
and planning department is therefore 
essential if any serious effort is to be 
made to increase the productivity of 
labour or to establish means of evaluat- 
ing its performance. 

The setting of standard operation 
cycle times assumes that these opera- 
tions are to be carried out by a normal, 
loyal and healthy worker. It presup- 
poses that he is familiar with the job 
he has to do, that his placement in that 
job has been the result of a study of 
his adaptability and potential, that he 
has been carefully and _ scientifically 
inducted and instructed in the job, and 
that he has an inherent eagerness to 
do the job well. If. these conditions 
have been satisfied, then for control 
purposes all that remains is to find a 
practical and reasonably accurate 
method of measuring his performance, 
and to provide him with the facilities 
to improve that performance. There- 
fore, a Standard Labour Timing Sys- 
tem is required as a basis of labour 
control. It is proposed to describe 
such a system and illustrate how this 
can be related directly to a budget. 


The setting of standards is not 
merely a matter of counting how many 
articles an operator can produce in a 
given time. There are many technical 
aspects involved, and a_ properly 
trained staff is desirable to implement 
a suitable system and maintain a con- 
stant vigil to ensure that it is kept up 
to date. 

Every aspect of the manufacturing 
process must first be carefully planned 
to ensure that :— 

(a) the most suitable equipment and 
tools are used, and that proper 
machine feeds and speeds are 
specified ; 

(b) the most suitable material is pro- 
vided ; 


327 





CONTROL OVER LABOUR — Continued 


(c) the layout of the plant is such as 
will avoid unnecessary movements 
of materials; and 

(d) the sequence of motions by the 
worker is planned so that there is 
no waste of effort, undue fatigue, 
or infringement of safety or health 
rules. 

Planning of this nature has more to 
do with the productivity of labour than 
any other single item. It may not be 
generally realised that the difference 
in output between the best man on the 
job and his fair-to-average work-mate 
is seldom more than about thirty per 
cent. On the other hand, it is not im- 
possible for output to be doubled or 
trebled by improved methods and plan- 
ning. 

Once the product has been planned, 
and all the various operations set down 
in their proper sequence, the next step 
is to determine a standard time for the 
performance of these operations. There 
are two methods most commonly used 
for this purpose :— 

1. The “method—time—measurement” 
system, under which all manual 
operations are analysed into their 
basic movements. Each basic move- 
ment has a predetermined time stan- 
dard in accordance with the nature 
of the motion and the conditions 
under which it is made; 

. The time and motion study method, 
which involves timing the operator 
on the job after ensuring that he is 
following the methods laid down in 
the planning. As mentioned before, 
the operator chosen must be of 
average ability, and it is preferable 
that the test be made with his know- 
ledge and that it should cover at 
least ten complete cycles of produc- 
tive operations. Adjustments must 
be made to the times arrived at to 
allow for personal needs, fatigue, 
etc. 

It is not intended to go into the re- 
spective merits of the two systems; 
both have their advantages and 
disadvantages. The supporters of 
methods-time-measurement stress that 
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it enables standard times to be estab. 
lished before manufacture is com. 
menced. As against that, the adher. 
ents of the time and motion study 
method point out that this system is 
based on practical experience, and go 
is much more acceptable to the opera. 
tors in the plant as a _ reasonable 
measure of their efficiency. Which. 
ever method is used, it is important 
that the standard times established 
should in all cases be possible of 
achievement. 


Controlling Labour through Standard 
Times 
The use to which these standard 
times are put in controlling labour can 
be illustrated by referring to a speci- 
men of a daily efficiency report de 
signed for this purpose. 


The efficiency report illustrated in 
Chart No. 1 covers four plants, each 
plant being analysed into various pro 
ductive groups with a foreman in 
charge. For the purpose of simplicity, 
figures relating to one plant only have 
been shown. These figures are purely 
hypothetical, but they will serve to 
illustrate a condition which could exist. 


The first column sets out the stan- 
dard hours earned on good parts pro- 
duced. These are obtained from tally 
sheets, which are specially prepared 
forms listing every part handled by a 
productive group, and which show the 
standard time, expressed as decimals 
of an hour, allowed for processing each 
part. The inspector enters his count 
beside the name of the part concerned, 
and these quantities are multiplied by 
the standard times to arrive at the 
total standard hours earned by the 
group. The standard times used for 
this purpose are always based on the 
latest current planning, incorporating 
any changes in method or equipment, 


etc. 
The second column, headed “Re 


jects”, has been provided to give recog: 
nition to each individual group fo 
good work performed by it but sub 
sequently spoiled in another group. 


The third column gives the total 
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hours credit, being the total of columns 
jand 2. “Actual hours” entered in 
column 4 are based on employees’ 
dock cards. It may be worth men- 
tioning here that in order to reduce 
recording to a minimum, the employ- 
e’s clock number is designed to indi- 
cate the productive or non-productive 
group to which his time is to be auto- 
matically charged unless information 
to the contrary is received. This in- 
formation takes the form of a group 
transfer signed by the foreman. 


The efficiency percentage given in 
column 5 is calculated by relating the 


ensure that adequate steps are taken 
to rectify it. 

Possibly in actual practice the fore- 
man and plant manager will be aware 
of any trouble spots even before the 
report has been issued. Nevertheless, 
the fact that a report which highlights 
such a situation is distributed to top 
management each day keeps all super- 
visory staff on their toes, particularly 
when they know that keen interest is 
taken in their performance and that 
any deterioration will require an ex- 
planation. But apart from this there 
is always a natural competitive spirit 
among groups to achieve good results. 


CHART NO. 1* 


Foundry and Machine Shop 
Daily Group Efficiency Summary 


DAILY 





STANDARD TIME 





OK Parts 


Rejects 


Efficiency 
% 


Total 





201.8 
796.4 
461.2 
352.4 
526.3 


410 Melting 

415 Moulding 

420 Green Cores 

421 Baked Cores .. .... .... 
425/6 Fettling .... 


88.8 
90.7 
91.0 
86.3 
85.1 


206.9 
803.8 
520.9 
388.2 
532.5 


233.1 
886.7 
572.5 
449.6 
625.7 





TOTAL FOUNDRY 2338.1 








2452.3 2767.6 88.6 














Plant Operating Efficiency against 
Budget (Excluding Rejects) 
Day Cum. 
86.2% 85.7% 


Plant Operating Efficiency against 
Current Planning (Excluding Rejects) 
Day Cum. 


Foundry 84.5% 84.0% 


* Size of Report 15” x 124” covers foundry and three machine shops. Information is 
also shown on a cumulative basis. 


tual hours to the sum of the stan- 
tard hours in the first two columns, 
lt, the “total” column. This efficiency 
pereentage is one of the main tools for 
the plant manager to measure and con- 
tol the day to day operating of his 
oductive workers. From this re- 
wrt he can pinpoint any trouble and 
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The remaining columns on the chart 
give identical information on a cumu- 
lative monthly basis. 


While these individual efficiency per- 
centages provide an adequate meas- 
uring stick for the respective group 
foremen, they do not wholly fulfil the 
needs of top management. The 
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reasons for this are, first, that they in- 
clude a standard time allowance for 
parts which have subsequently been 
scrapped, and although this is equit- 
able in measuring the performance of 
a particular group, the plant as a 
whole is most certainly not entitled to 
any credit for rejected parts; secondly, 
as mentioned earlier, standard times 
are varied as occasion demands for 
added or deleted operations or changed 
planning. Whilst this is necessary in 
assessing the efficiency of an individual 
group or plant under current operating 
conditions, it can be quite misleading 


to management if the standards haye 
been varied greatly from those used jn 
the budget and pricing structure 
Corrected efficiencies are _ therefore 
given at the foot of the sheet. The 
figures at the lower right show overal] 
plant efficiencies against current 
planned standards, excluding any al 
lowance for scrapped parts.  Thege 
efficiencies are a true measure of the 
overall achievement of the plant under 
current operating conditions, and it is 
against these that the plant manager’s 
performance is viewed. 


The percentages in the lower left 
section represent the __ efficiencies 


CHART NO. 2 


FOUNDRY AND MACHINE SHOP-COST ANALYSIS OF DEFECTIVE TAGS Dare_7th October, 195 
cay CUMULATIVE FOR MONTH 


Ame TOTAL 


ear ze, pay 
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CONTROL OVER LABOUR — Continued 


against pegged budget standard times, 
also after deleting all allowances for 
rejected parts. 

It has been found from experience 
that it is possible to achieve inflated 
diciency performances at the expense 
of abnormal scrap, or reworking costs, 
mless there is also adequate control 
on these items. 


Daily Scrap Report 


To control the quantities of scrapped 

a report known as a “Cost 
Analysis of Defective Tags” is issued. 
This is commonly referred to as the 
daily scrap report (see Chart No. 2). 


It will be noticed that the first two 
columns show the cost of scrap for the 
fay broken down between labour and 
material against each productive 
goup. In order to iron out fluctua- 
tions in the day to day figures, a cumu- 
lative cost for the month to date is 
iso provided. The most vital figures 
m the form, however, are in the 
olumns relating to “Cost Spoilt Work 
pr Car Set”. This is actually the 
iernel of the whole report, and when 
compared with the average cost of the 
previous month clearly illustrates 
vhether the scrap situation shows im- 
provement or otherwise. This infor- 
mation is carefully plotted in graph 
rm, and where the curve indicates 
m adverse trend investigations are im- 
nediately commenced. 


The columns on the extreme right of 
lhe form contain statistics concerning 
the actual quantity of parts produced, 
ihe quantity rejected, and the percen- 
age of the latter to parts produced. 


There is a very strict timing sched- 
lle on the issue of this report and also 
the efficiency report previously de- 
‘tibed. Both must be published by 
al than noon on the following 


Report of Overall Plant Efficiency 

A further report is issued once a 
wek, which is illustrated in Chart No. 
i This shows’ the overall plant ef- 
kiency for a period of one week, cal- 
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culated on the basis of pegged budget 
standards. In the first column of the 
form are the efficiency rates which 
were established for budget purposes. 
Whilst it is always maintained that the 
standard times set are quite attainable 
and in actual practice very. often 
achieved, a realistic approach is taken 
when compiling the budget so that the 
pricing structure is based on the actual 
efficiency it is expected will be aver- 
aged over the year. 


Column 2 shows the standard hours 
earned based on pegged budget stan- 
dard times. The third column sets 
out the actual productive labour, and 
column 4 shows the efficiency percen- 
tage achieved. When these percen- 
tages fall below the budget rate, the 
figures are printed in red, and where 
the budget target has been achieved, 
the normal blue type is used. (In the 
illustration, figures that would be in 
red have been shown in brackets.) 


Column 5 lists the hours charged out 
to “reworking and repairs to product”, 
and column 6 illustrates what the ef- 
ficiency would have been had these 
hours been carried as _ productive 
labour. Finally, column 7 indicates 
the overtime hours worked by produc- 
tive personnel in each department. 


It may be very tempting for a fore- 
man whose group is lagging in effici- 
ency to unload some of his produc- 
tive hours into expense in the guise of 
reworking costs; however, any such at- 
tempt would be obvious from the “ef- 
ficiency after reworking” percentages 
shown on this report. It would also 
be difficult for productive labour to 
be charged to other expenses accounts, 
because it would require a group trans- 
fer form to be signed by the foreman 
receiving the charge. For example, 
no time could be booked by a produc- 
tive employee to “repairs or mainten- 
ance of equipment” without the main- 
tenance foreman accepting the charge; 
none could be booked to “material 
handling” without the material hand- 
ling foreman signing for the hours 
booked, and so on. As non-productive 
labour is controlled as rigidly as pro- 
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ductive labour, there is little chance 
of these foremen wrongfully accepting 
a charge to help someone else achieve 
better efficiencies. 

Brief. reference should be made to 
the statistical information shown on 
the lower portion of the form. The 
important figures there are the percen- 
tage of quits to the number on the pay- 
roll, and the average lost time hours 
per employee. Labour turnover and 


lost time have been a worry in most 
businesses, and it has been calculated 
that it costs a company like ours over 
£50 for each employee who leaves, 
Every effort is made to reduce separa. 
tions to a minimum by providing first 
class working conditions and ameni- 
ties, and by fostering good employer. 
employee relations. This latter item 
is given special emphasis in manage. 
ment training classes for all super. 
visors. In addition, personnel officers 
are located in each plant-to assist in 
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PRODUCTIVE LABOUR — EFFICIENCY — REWORKING — OVERTIME, ETC. 


Stondor d Actuor 
Prodvowe 


Period Week Ended 7th October, 1954. 


Actua! Overall Eficsency Total 
Reworking %e Including Overnme Hows 


te? | ae 


_85 
(a6) 1290 
“Woodville Eficency Breakdown older 
-. Pe AEE 


Toto! [> 


EMPLOYEE STATISTICS 


SYDNEY 


MELBOURNE 


BIRKE NriE AD woOooviet AU AUSTRALIA 


haved by: Cost Deportmen 
GCoctory Poyrolis Secton) 


Doe 


The Australian Accountant, August, 1955 





Pittdy 


Prue dyad 


CONTROL OVER LABOUR — Continued 
CHART NO. 4 


FORCE REPORT AND NON-PRODUCTIVE HOURS COMPARISON 


MANUFACTURING AND ENGINEERING DEPARTMENTS MONTH OF 


September, 1954. 
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ironing out any difficulties or mis- 
wderstandings which may occur. 


To discourage absenteeism, a ser- 
vice loading scheme is in operation, 
mder which a sum of money is set 
wide each month for every employee. 
The amount varies with years of ser- 
vee, and is subject to a percentage 
deduction for each hour of unauthor- 
ised lost time. 


Indirect Labour Control 


Generally speaking, the efficiency of 
the non-productive worker tends to fol- 
ow the pattern of the productive force. 
This is logical because if an operator 
roduces more, the inspectors must 
theek more, the material handlers must 
move a greater volume, storemen issue 
lore materials, and so on. Neverthe- 

some form of measurement of 
wlaried staff and non-productive wage 
vels is essential if adequate control 
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tssued by Cos Departmen: 
Owe ith October, 1954. 


is to be exercised over this major item 
of manufacturing expense. One 
method which may be used for this 
purpose is a “Force Report”, a speci- 
men of which is illustrated on Chart 
No. 4. 


It will be noticed that in the case of 
salaried employees a permissible bud- 
get figure is shown, and alongside it 
the actual number of people on the 
payroll. The budget figure, inciden- 
tally, has been adjusted in relation to 
volume by means of the variable rates 
referred to earlier in this article. The 
“budget overtime hours” in the next 
column have been similarly adjusted. 


It will be noticed that, for non-pro- 
ductive labour, hours are recorded in- 
stead of numbers of people. Because 
of time booked out by productive 
workers to non-productive accounts, 
and vice versa, it has been found im- 
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practicable to deal in numbers of em- 
ployees, so the budget at actual volume 
is converted to hours and these are 
compared with the total actual hours 
booked to indirect labour accounts in 
each department. 


Weekly Plant Report 

All the reports referred to so far 
have centred mainly around the physi- 
cal elements of hours, numbers of 
people, numbers of parts 
produced and rejected, etc. 
This is, of course, the ci 
language the foremen and 
plant managers prefer to 
talk. It is something tan- 
gible, and the results are 
not clouded by price and 
wage variations over which — 


PROD. 


vert. _Mashine Shep = No.5 


loss budgets. To ensure compliance 
with such standards they usually re 
main unchanged during the budget 
year, except in the case of some major 
happening that would warrant a rede. 
velopment of the entire budget and 
pricing structure. 

A specimen weekly plant report is 
illustrated in Chart No. 5. These 
plant reports play an important part 
in the control of productive and nop. 
productive labour. It will be noticed 
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they feel they have no con- powen e7e 
trol. Nevertheless, in the — 


final analysis there is only (Weert mavens ttt 


one real measuring stick, 
and that is cost. 


In order to foster a 
spirit of cost-conscious- 
ness, and to assist all levels 
of supervision in the con- 
trol of productive labour 
and manufacturing ex- 
pense, a plant report has 
been designed. This report 
is issued weekly and mea- onanaes 
sures the actual operating 
performance for the week, 
month, and year to date, 
against the budgeted stan- 
dards as originally contem- 
plated when the selling 
price of the product was 
established. 


The actual productive labour, vari- 
able expense, variable rates, overtime 
and shift premiums, etc., as developed 
and recorded on the weekly plant re- 
port, are measurable. They are com- 
pared against the indicated standards 
for such items, as established in the 
manufacturing expense and profit and 
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MAINTENANCE MATEMALS - TOOLS 


EMPLOYEE IMGURAMCE TAXES ETC 
treors DErecTs 


statistics 


that the form is divided into two main 
sections, “Week” and “Month to Date”. 
Down the left side of the form are the 
main account groups to which all 
manufacturing expense is charged. 
For accounting purposes each group }s 
subdivided into a dozen or more ind- 
vidual accounts, but such a break-dow? 
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CONTROL OVER LABOUR — Continued 
ig not considered necessary for the 
purpose of this report. 

Following is a description of the in- 
formation appearing in the various 
columns on the form:— 

Column 1—‘“Total Actual Burden”. 
The amounts in this column include, 
by main account group, all expenses 
actually incurred during the period 
under review. Expense items such as 
taxes, depreciation, insurance, gas, 
light and power, etc., are recorded pro- 
portionately on the basis of the num- 
ber of plant working days. 

Column 2—“Deduct Fixed”. The 
weekly amount shown in this column 
is derived from the budget and is based 
on plant working days or salary paid 


days, whichever is appropriate. The 
actual fixed expense is deemed to be 
the same as budget, and all variations 
are thereby thrown up as variable. 


Column 8—“Actual Variable’. This 
column is the difference between 
columns 1 and 2. 


Column 4—“Standard Variable” 
The amounts recorded here for each 
class of expense are developed by ap- 
plying the variable burden rates es- 
tablished in the budget to standard 
productive labour at actual volume. 


Column 5—“Saving”. The differ- 
ence between column 38, “actual vari- 
able”, and column 4, “standard vari- 
able’, is reported in this column, with 
black figures indicating savings and 
red figures (in brackets) losses. 


CHART NO. 6 


CONSOLIDATED PLANT REPORT 
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Column 6—“Variable Rates’. The 
two series of figures under this head- 
ing give a comparison between actual 
variable rates, and the variable rates 
established in the budget. 


The “month to date” section of the 
report gives similar information to the 
weekly figures, except that it is on a 
cumulative basis for the month in ques- 
tion. On the final report for each 
month, the year to date figures are 
shown in this section. 


The lower left section of the form 
shows the actual productive labour for 
the period, the budget standard pro- 
ductive labour at actual volume, and 
the labour saving or loss. The last 
item would consist of a combination of 
savings and losses resulting from both 
labour rates and efficiency variations. 


The next line, “savings—burden” 
shows the same figures as displayed in 
the total burden line, which is brought 
down for the purpose of arriving at a 
total “labour and burden savings” fig- 
ure. “Standard manufacturing ex- 
pense labour” shows the _ indirect 
labour content of the budget at actual 
volume, whilst the following line shows 


the actual indirect labour charged tp 
manufacturing expense. 

The upper left section of the report 
provides for productive and non-pr. 
ductive efficiency percentages based on 
money values. The productive effi. 
ency is obtained by dividing the stap. 
dard productive labour by actual pro. 
ductive labour; and non-productive ef. 
ficiency by dividing standard expensg 
labour by actual manufacturing e. 
pense labour, these figures being ob. 
tained from the statistics section. 


Consolidated Report 

In order to save top management 
from having to wade through numer. 
ous departmental plant reports, a con- 
solidated report is issued which sun- 
marises the salient features of the de 
tailed sheets and covers the company’s 
activities in all states (Chart No. 6). 
Red figures (in brackets in the illustra. 
tion) indicate where the budget tar- 
get has not been achieved. The report 
receives the closest scrutiny from man- 
agement, and reasons for any adverse 
trends are expected to be forthcoming. 

Similar controls to those described 
are used by this organisation in its 
various branches’ throughout _ the 
world. All are practical controls that 
have stood the test of time. 





Australian Society of Accountants 


VACANCY FOR EXAMINER 
Applications are invited for appointment as 
Examiner in Management Accounting of the new 
syllabus of the Society, commencing with the April, 


1956, examinations. 


The duties of the Examiner will include the set- 
ting of one question paper for each half-yearly 
examination, and the marking of answers sub- 
mitted by candidates in all states. 

The remuneration will be in accordance with a 
scale of fees determined by the General Council. 

Further particulars of duties and the scale of 
fees will be supplied by any State Registrar, upon 
receipt of a request in writing. 

Applications, containing full particulars of quali- 
fications and experience, must be lodged with the 
General Registrar of the Society, 37 Queen Street, 
Melbourne, C.1, not later than 14 October, 1955. 
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The fund accounting system of the 

Commonwealth and the relation- 

ship of the bud. get to the national 
income. 


The Financial Accounts 


of the Commonwealth Government 


Fund Accounting System 


E financial transactions of the 

Commonwealth Government are 
recorded in the Consolidated Revenue 
Fund, the Loan Fund and about 125 
subsidiary Trust Funds and Trust 
Accounts. 


The Consolidated Revenue Fund has 
an interesting history. The idea origi- 
nated in England in 1787, when an Act 
was passed bringing the numerous re- 
venues of the Crown into a “Consoli- 
dated Fund” from which issued the 
supply for every public service. On 
the grant of responsible government, 
provision was made for this fund in the 
Constitution Act of each state, and in 
the Commonwealth Constitution, Sec- 
tion 81 provides that “all revenues or 
moneys raised or received by the 
Executive Government of the Common- 
wealth shall form one Consolidated Re- 
venue Fund to be appropriated for the 
purposes of the Commonwealth in the 
manner and subject to the charges and 
liabilities imposed by this Constitu- 
tion”. 

A peculiarity about the Common- 
wealth provision, however, is the inclu- 
sion of the word “moneys” in the 





Robert Jay, B.A., B.Com., is an economist 
on the staff of the Social Accounting 
Division, Bureau of Census and Statistics. 
This article, and the preceding article in 
the June issue, have been written by him 
in his private capacity and must not be 
taken as expressing any opinions but his 
own. 
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phrase “all revenues or moneys raised 
or received”. In the Annotated Con- 
stitution of the Commonwealth Quick 
and Garran comment as follows:— 

“In the corresponding clauses of the Con- 
stitutions of the Australian colonies—and, it 
is believed, of the British colonies—the word 
‘moneys’ is not used .... In this Constitu- 
tion the word ‘moneys’ was struck out in 
Adelaide to make it clear that loan moneys 
were not included, and a suggestion to restore 
it was negatived in Melbourne for the same 
reason; but at a subsequent drafting stage 
it was reinstated for some reason that is not 
apparent. It cannot, however, be supposed 
that the Convention meant that loan moneys 
should be paid into the Consolidated Revenue 
Pund. The generic word ‘moneys’ must be 
controlled by the preceding specific word ‘re- 
venues,’ and limited to moneys in the nature 
of revenue.” 


This view is adopted in the Audit 
Act which provides in Section 53 for 
a Loan Fund into which the proceeds of 
loans are paid and from which expendi- 
ture authorised by Parliament is to be 
made. The Auditor-General has com- 
mented (Annual Report 1952/53 p. 
10) : “The interpretation hitherto given 
to this section is that loan moneys, 
although they are moneys raised by the 
Commonwealth, do not form part of 
the Consolidated Revenue Fund. In the 
United Kingdom and Canada, such 
raisings do form part of the main fund. 
As the Constitution makes no specific 
reference to loan moneys, and as the 
present interpretation is open to doubt, 
I have referred the matter to the Attor- 
ney-General’s Department for con- 
sideration in conjunction with the re- 
drafting of the Audit Act.” 
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The men who drafted the Constitu- 
tion would have been horrified at the 
possibility that the clause they drafted 
could be interpreted as compelling the 
Commonwealth to record its loan rais- 
ings and capital expenditure in Con- 
solidated Revenue Fund. To them the 
distinction between revenue and loan 
was clear cut and essential. All re- 
venue, and all expenditure of a current 
nature should go through the Revenue 
Fund, all loan raising and all capital 
expenditure through the Loan Fund. 
Yet the blurring of this distinction, 
which the wording of Section 81 could 
conceivably have enforced constitu- 
tionally, has come about in actual prac- 
tice to a marked degree. 


During the war, no attempt was 
made to charge current expenditure to 
revenue and capital expenditure to loan. 
As much as possible of the cost of the 
war was charged to Consolidated Re- 
venue Fund and the balance was 
charged to Loan Fund. Defence expen- 
diture cannot be regarded as creating 
capital assets. In fact, most of the 
savings which would normally have 
been used for the creation of capital 
assets were used for defence. This is 
an inevitable consequence of war. 


But if the Commonwealth, during the 
war, charged Loan Fund with defence 
expenditure, since the war it has made 
provision for a great deal of capital 
expenditure from Consolidated Revenue 
Fund. This is not only for its own 
capital works and services, but for part 
of the funds spent on the same purposes 
by the states. This has been rather a 
sore point with taxpayers’ associations 
which consider that taxes have been 
kept up thereby, and with state govern- 
ments who have to pay interest on the 
money they use for capital expenditure. 
In a sense, however, the Common- 
wealth, having charged Loan Fund 
with war expenditure which did not 
create capital assets, is now relieving 
it of expenditure on capital works and 
services which does. The taxpayer had 
his war on time payment and is still 
paying off the instalments. This has 
not been the real cause of the practice 
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however. The total funds desired by 
governments for capital expenditire 
have exceeded their estimate of what 
the loan market would yield, and the 
Commonwealth has made sure, by 
means of taxation, that a substantia] 
and stable proportion of the national 
product has been used for public invest. 
ment. The upshot of it all clearly is 
that the old distinction between Re. 
venue and Loan Funds has been con. 
siderably broken down. 


Although the Consolidated Revenue 
Fund is no longer used solely for meet- 
ing expenditure of a current nature, it 
does remain the sole repository of taxa- 
tion and other government revenue. 
The state governments have not hesi- 
tated to depart from this principle by 
paying taxation direct to trust funds, 
as in the case of motor vehicle regis. 
tration taxes. There is no constitu 
tional bar to this—their Constitution 
Acts are Acts of Parliament which can 
be amended by any other Act. The 
Parliament of the Commonwealth can- 
not so amend Section 81 of the Con- 
stitution. The receipts of the Trust 
Accounts are, in the main, appropria- 
tions from Consolidated Revenue Fund 
or Loan Fund. The Audit Act does pro- 
vide however that recoups of outlay 
from a Trust Account may be credited 
direct to the account. Thus a munitions 
factory may record all its transactions 
on a Trust Account. The account is 
opened with an advance from Revenue 
or Loan Fund, payments are made in 
producing munitions, the munitions are 
supplied to the Services and the value 
is debited to the vote of the Services in 
Consolidated Revenue Fund and 
credited to the Trust Account. If the 
munitions factory is closed down, 0 
reduces its scale of operations after 2 
war, any surplus funds in the account 
are repaid to Revenue or Loan Fund, 
whichever provided the original work- 
ing capital. The main receipts of Trust 
Accounts, apart from appropriations, 
are of this nature or are charges to the 
public for services rendered. 


Trust Funds, in the strict sense of 
the term, record the receipt of moneys 
which are not revenue of the Commol- 
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wealth—moneys which it may not use 
for its own purposes. Examples are the 
Superannuation Fund, Wool Disposals 
Profit Fund, Wheat Prices Stabilisa- 
tion Fund, and sinking fund contibu- 
tions from the states. Interest on in- 
vestments made from these funds is 
also credited direct to these funds. 


On the expenditure side, however, 
the transactions in the Trust Accounts 
are of considerable importance for the 
uderstanding of the Commonwealth 
accounts. A large sum may be appro- 
priated to a trust fund and not spent 
in that year. If attention is paid only 
to the Consolidated Revenue Fund, 


government expenditure will be thought 
to be higher than it really is in that 
year. This is illustrated, for 1953/54, 
in Table I. 

Consolidated Revenue Fund is always 
made to balance—any surplus is trans- 
ferred to Trust Funds and any deficit 
is met from Loan Fund. Thus in 1953/ 
54 a surplus of £56m. was appropriated 
to a Trust Account entitled Debt Re- 
demption Reserve from which there 
was no expenditure, and this amount 
was therefore added to the receipts of 
Trust Funds (and the excess of receipts 
over expenditure). This balance in Con- 
solidated Revenue Fund is after provid- 
ing for £94 million of Capital Works 
and Services. 








TABLE I 


COMMONWEALTH GOVERNMENT, ALL FUNDS, 1953/54 


Fund 
Consolidated Revenue Fund (a) . 


Loan Fund (b) 
Treasury Bills—Public .. .. .. ........ 
Treasury Bills—Internal .. .. ..... 
Other Receipts .. én 


Total .. 


Trust Funds and Trust Accounts (c) 
Transfers from Loan Fund 
Proceeds of International Loans .. 
Transfers from Consolidated Revenue Fund 
Debt Redemption Reserve .. . — 
Defence Equipment and Supplies is 
Commonwealth Aid Roads ( Supplemen- 
tar be 
Wheat 
Wool Disposals Profit Fund . 
rannuation Fund . 
All Other .. = 


Total .. 
Grand Total .. 


ae Stabilisation Fund 3 , 


Increase in Trust Fund Investments 


Excess of 
Receipts Over 
Expenditure 


£m. 
Nil 


ae arate 
1 023 1, 023 


—35 
29 
245 


239 


27 
56 


Special subscriptions to Stock ana Lopaiasd apd 


Treasury Bills—Internal (e) 
Fixed Deposits (f) .. .. .. 
Other investments (g) . 


Increase in cash in Australia, overseas ‘and in ‘transit 


Total .. 
Source : 


(1) Budget Papers 1954/55: (a) pp. 10-11, (b) pp. 90-91, 
(gz) pp. 83-87, (h) pp. 6 and 7 and corresponding pages in Bu 


() f. 79, (e), (f) and 
ge 


t Papers 1953/54. 


(2) Budget Speech 1954/55: (d) Appendix p. 4. 
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The transactions in Loan Fund are 
also approximately balanced each year 
but the process here is a little more 
complicated. Surpluses in the National 
Welfare Fund and in General Trust 
Funds, which are not immediately re- 
quired, are invested in Internal Trea- 
sury Bills and the proceeds credited to 
Loan Fund. If any further funds are 
needed in Loan Fund, public treasury 
bills are issued; if there are excess 
funds, public treasury bills are re- 
deemed. In 1953/54, Loan Fund re- 
ceived £29 million from the investment 
of surplus Trust Funds in internal 
treasury bills and redeemed £35 mil- 
lion of public treasury bills. 

A word of explanation about inter- 
nal treasury bills may not be amiss at 
this stage. Credit balances of Trust 
Accounts can be held in cash or in fixed 
deposits, or invested in securities. Some 
of them are held in treasury bills, 
which are distinguished from those 
issued to the Commonwealth Bank or 
other banks by the description “inter- 
nal”. They represent nothing more 
than the investment of Trust Fund 
moneys in short-term low interest- 
bearing securities. The proceeds are 
paid to Loan Fund and are often used 
to redeem public treasury bills. 

The Trust Funds surplus is mainly 
the result of transfers from Consoli- 
dated Revenue Fund or Loan Fund, 
and transactions in the Wheat and Wool 
Funds held on behalf of growers, as the 
table shows. The transfers from Con- 
solidated Revenue Fund are not the full 
list, but only those which were not sub- 
stantially expended from Trust Funds. 


It is not possible in this table to show 
the source of Trust Fund surpluses in 
all years. Those shown give the source 
of the excess receipts in 1953/54. How- 
ever, for any other year, an examina- 
tion of the list of Trust Fund receipts 
and expenditure given in the budget 
will quickly disclose any others for 
which there is a marked discrepancy 
between receipts and expenditure, and 
the explanation is usually to be found 
in the budget speech and failing that, 
in the Auditor-General’s report. 
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The total result in 1953/54 was m 
excess of receipts (including loan x 
ceipts) over all expenditure of £81 mil. 
lion. The rest of the table shows the 
disposal of the excess receipts. The 
payments to growers from the Whest 
and Wool Funds held on their behaif 
were largely made from the fixed de 
posits held by those funds, and apart 
from the minor balancing transactions 
in cash and investments the excess re 
ceipts were made available to Lom 
Fund in the form of internal treasury 
bills and special subscriptions to stock 
and bonds for underwriting the loan 
programme of the states. 


If one excludes the Wheat, Wool and 
Superannuation Funds, which ar 
funds held on behalf of others and 
holding their own fixed deposits, cash 
and investments, it will be seen that 
there was an excess of receipts of £111 
million (of which £27 million repre 
sented the proceeds cf international 
loans transferred from Loan Fund) 
and this was the main source of the 
funds used to underwrite state loan 
programmes (£80 million) and to pay 
off treasury bills (£35 million). 


Readers may be puzzled by the use 
of international loans from the Inter- 
national Bank and Swiss banks to 
underwrite state loan programmes. The 
point is that the Commonwealth govern- 
ment does not use these loans to im- 
port goods from hard currency areas 
for its own use. It sells the dollars 
and Swiss francs to private firms and 
state and local governments, who then 
import the goods. The proceeds of this 
sale of hard currency are credited to 
Loan Fund, transferred from there t 
the National Debt Sinking Fund (dol 
lar loan) and the Swiss Loan Account 
and invested by these accounts in the 
special issue of stock and bonds. The 
money thus finds its way back to Loan 
Fund as a loan receipt and from there 
is distributed to the states. 


This section on the fund accounting 
system may be concluded with #™ 
examination of the reasons for setting 
up such large numbers of Trust Funds. 
Some are trust funds in the or 
sense of the term—funds held on behalf 
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COMMONWEALTH ACCOUNTS — Continued 


of other persons and institutions—such 
gs the Superannuation Funds, the 
Wheat Prices Stabilisation Fund, the 
Wool Disposals Profit Fund Suspense 
Account and that part of the National 
Debt Sinking Fund which records sink- 
ing fund contributions from the states 
and redemption of debt on their behalf. 
Some are funds to which particular 
revenues are earmarked. The National 
Welfare Fund used to be of this type, 
when most of the proceeds of payroll 
tax and social services contribution were 
credited to it. Such a big credit balance 
has been built up in this account, how- 
eer, that the government now appro- 
priates to this fund only the amount 
required to meet pensions, endowments, 
social security and health benefits. 


Other Trust Funds again are funds 
to which appropriations are transfer- 
red in fat years for expenditure in lean 
years, or to build up funds for a known 
heavy commitment in the future. The 
Defence Equipment Supplies Account is 
of this type, and in earlier years the 
War Gratuity Fund. Others again are 
accounts in which it is desired to segre- 
gate the transactions of undertakings 
such as munitions factories and stores 
accounts. A great many accounts are 
of this nature. Many accounts are in 
the nature of Suspense Accounts to 
which an appropriation for say War 
Pensions is paid and in which details 
of the payments are recorded. 


The great majority of the Trust 
Accounts do not greatly affect the total 
fnancial position of the Commonwealth 
—those which did, in 1953/54, have 
been discussed above and in any par- 
titular year the significant ones can 
be selected by an examination of the 
list of Trust Funds, and the explana- 
tions for them found in the budget 
speech or the Auditor General’s report. 


Accounting Methods 


_ Accountants are naturally interested 
i the methods used by the Common- 
Wealth government to record its trans- 
ations. The budget is on a cash basis, 
recording receipts and payments. It 
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is a double entry system in the sense 
that every transaction is recorded 
twice, as a debit and a credit, but the 
entries necessary to record accruals 
and reveal the totals of liabilities and 
assets at a given moment are not 
brought into an accounting record. The 
Crick Committee on Public Accounts in 
the United Kingdom has an interesting 
discussion on the pros and cons of the 
cash basis and the income and expendi- 
ture basis for government accounting 
(Final Report of the Committee on the 
Form of Government Accounts, June, 
1950, Cmd. 7969).° There is not space 
here to do much more than touch on 
the main points raised. 


The income and expenditure basis of 
accounting is essentially an instrument 
for the proper control of a _ business 
undertaking. The management needs a 
sound estimate of its costs to determine 
its selling price, and accounts on a 
cash basis cannot provide this. Simi- 
larly, the management must be able to 
make a sound estimate of its profit in 
a given period for income tax purposes 
and for the determination of dividends. 
Accruals must be taken to account and 
a distinction made between current and 
capital transactions. None of these 
requirements is present in government 
accounting except in the case of busi- 
ness undertakings. For the ordinary 
department, the problem is essentially 
one of stewardship. Parliament pro- 
vides a certain amount of money to be 
spent on defined purposes, and the de- 
partment has to account to Parliament 
through the Auditor-General for its 
stewardship. It should not be assumed 
too readily therefore that government 
accounting on a cash basis is an in- 
ferior system on a level with that of a 
corner store. There is little to be 
gained by a more refined system. The 
Taxation Department makes estimates 
of the income tax attributable to a 
particular year, after taking account 
of collections of arrears from previous 
years and provisional tax, returns not 
yet assessed, assessments for the cur- 
rent year not yet paid, and so on. But 
the resulting figure is not so useful to 
Parliament in determining what funds 
it will have to spend, as is an estimate 
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of collections for the forthcoming year. 
The forecasting of revenue and expen- 
diture for the. ensuing year is, of 
course, a skilled task which the govern- 
ment accountants and economists carry 
out every year. 


In the case of business undertakings, 
the advantages of an income and ex- 
penditure basis are not to be gainsaid. 
A number of Commonwealth business 
undertakings whose accounts are kept 
outside the budget do record their 
transactions on this basis. The Post 
Office and the Railways, however, pre- 
sent their accounts in the budget on a 
cash basis. Here again, the Post Office 
compiles commercial accounts. The 
Auditor-General has refused to certify 
them for many years, mainly because 
the Post Office credits itself with in- 
come for work done on behalf of the 
Meteorological Bureau and _. other 
government departments for which, in 
fact, it obtains no recoup. 


The main reason for adherence to 
a cash basis in the budget is probably 
the fact that the determination of 
charges is not purely a business de- 
cision, but partly a political one. Not 
all railway users are expected to bear 
the full cost of the service they receive 
—it is thought reasonable that the 
community as a whole should bear part 
of the cost. The determination of pos- 
tal charges also has important political 
repercussions. Nevertheless, it would 
be quite possible for the accounts of 
these concerns to be kept and published 
on a commercial basis. Their cash 
transactions would flow through a 
separate fund, similar to the Govern- 
ment Railways Fund in New South 
Wales. This fund is, to all intents and 
purposes, the “bank” account of the 
undertaking and the balance in it forms 
part of the assets recorded in the 
balance sheet. The budget, on the other 
hand, remains on a cash basis, because 
it is affected only by the net cash re- 
ceipts or outlay in the undertaking. It 
seems to the writer that accountants 
would be on sounder ground in press- 
ing for an income and expenditure 
basis of accounting for business under- 
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takings than in advocating it for the 
whole range of government tran. 
actions. 


Classification of Revenue and 
Expenditure 


The classification of revenue in the 
Commonwealth accounts presents no 
difficulties. The classification of expen. 
diture, however, is designed primarily 
for the purpose of parliamentary con. 
trol of the executive. It is therefor 
classified into special appropriations 
and departmental expenditures. For 
many purposes a classification of e- 
penditure by functions is useful. The 
most comprehensive analysis 
these lines, covering all funds and als 
the . extra-budgetary instrumentalities 
of governments is to be found in the 
national income estimates. Table II is 
adapted from the national income esti- 
mates for 1953/54. It shows very 
clearly the differences in financial re 
sources and functions between the 
Commonwealth and other governments 
in Australia—state, local and sem- 
governmental. 


The overwhelming share of taxi 
tion collected by the Commonwealth 
stands out in this table, and so doe 
the importance of Commonwealth 
grants to the states as an item in the 
revenue of “Other Governments”. Over 
£50 million of the indirect taxes of these 
other governments were collected by 
local authorities in rates. The miscel 
laneous minor fees and other receipts 
of departments are not included in re 
ceipts, but are deducted from the 
appropriate item of expenditure t 
obtain net expenditure. 


On the payments side, the Commo 
wealth’s responsibilities for defence 
and for all forms of pensions, endow- 
ments, social service benefits and h 
benefits show out, and so do the re 
sponsibilities of “Other Governments 
for public works and police, education 
and health. 


The subdivisions of receipts and pay- 
ments given in the table illustrate the 
national income approach to classifice 
tion. On the receipts side, the only 
contribution made to national] income 
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(which consists basically of wages and 
profits received) is the surplus of earn- 
ings of business undertakings over 
working expenses. The bulk of govern- 
ment revenue consists of transfers of 
ome in the form of taxation from 
the private sector of the economy, 
which reduces the spending power of 
the private sector by transferring it to 
governments. 

“Net borrowing” means borrowing 
net of redemptions. Items distinguished 
ae borrowings from the banking sys- 
tm in the form of treasury bills (in 
this year there was a reduction of £35 
nillion), net borrowing from inter- 
national bodies, subscriptions to stock 
and bonds by the Commonwealth for 
uderwriting state loan programmes 


and other net borrowing (from the 
private sector). This last item covers 
the issue of securities by Common- 
wealth, state, local and semi-govern- 
ment authorities, less redemptions and 
less increases in holdings of govern- 
ment securities by these authorities. It 
also includes the net deposits of private 
funds with governments, such as Super- 
annuation Funds and the Wheat and 
Wool Funds. 

Turning to payments, net expendi- 
ture on goods and services represents 
a usage of national resources by 
governments, and forms part of 
national expenditure. Transfers of in- 
come, on the other hand, are additions 
to the income of the private sector and 
so to its spending power. Similarly, 
net lending (advances less repayments) 
is a transfer of capital funds to the 





TABLE Il 
RECEIPTS AND PAYMENTS OF AUSTRALIAN GOVERNMENTS, 1953/54 


Receipts 


Income earned 

Surplus of business undertakings .. 
Transfers of income 

Indirect taxes .. .. .. 

Direct taxes .. Sy eo 
Grants, Commonwealth ‘to ‘states os 

Rent and Interest .. .. 

Net borrowing 

Treasury Bills—Publie a" 

International loans .. 


Commonwealth subscriptions to Stock and 
Bonds for state loan Lage, : omen SPI 
Other borrowing .. .. 


Total . 


Payments 
Net expenditure on penne ard services 
War and defence .. . ° 
orks . 
ue, education and health . ; 
an © and 1 immigration - 


Transfers of income 
Subsidies .. . 
Pensions and other benefits . 
terest 
Grants to oversea governments . 
Net lending 
Net advances, Commonwealth to states .. 
Net advances to home-builders, etc. .. .. 


Increase in cash and fixed deposits 
Total .. 
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Other 
Commonwealth Governments Total 
£m. £m. £m. 


—l 26 


539 
14 


—35 
28 





COMMONWEALTH ACCOUNTS — Continued 


private sector which enables it to in- 
crease its investment expenditure. 


The separation of government trans- 
actions into a distinct account or sector 
of the national income and expenditure 
accounts provides a very useful tool for 
economic analysis and for the forma- 
tion of budget policy. The activities of 
government may intensify or moderate 
an inflationary or deflationary move- 
ment set up somewhere else in the 
economy—e.g., a change in export in- 
come. When the spending power of the 
private sector is greatly increased by 
a sudden and large rise in export in- 
come, it is a bad time to undertake a 
big rise in works expenditure. This 
sort of consideration presumably in- 
fluenced the restrictions placed on the 
expansion of state works programmes 
by the Commonwealth two or three 
years ago, and the restriction on the 
rise in wool-growers’ incomes by the 
imposition of the wool deduction. 


In wartime, government expenditure 
expands very greatly and this is a 
powerful inflationary force. To the 
extent that the increased expenditure 


is not matched by a reduction in privat, 
investment and consumption, or an jp. 
crease in employment and production, 
there will be an _ inflationary effect 
measured by the increase in treag 
bills. This represents the extent t 
which government expenditure has not 
been financed out of revenue and say. 
ings. In 1953/54 the governments of 
Australia were able to meet their e. 
penditure from these sources and also 
to pay off £35 million of treasury bills 
though this was partly offset by a re 
duction of cash of £9 million. The net 
effect was a slight curb on inflation, 
They were assisted in this, of course, by 
international loans of £28 million. 


Many people believe that gover. 
ments can also counter a depression to 
a significant extent by expanding their 
expenditure, financing the expansion 
by the issue of treasury bills and the 
running down of cash. A knowledge of 
what is actually happening in the 
government and other sectors is, of 
course, essential for policy decisions of 
this nature, and the national income 
estimates make a contribution to such 
knowledge. 





Binding the Journal 


HE publishers of The Australian Accountant 
are able to obtain covers for temporary or per- 


manent binding of the journal. 


These covers are 


of heavy board, attractively bound in black leather 
cloth, with the name of the journal, and the year 
(if desired), blocked in gold on the spine. They 
are similar in appearance to the covers supplied by 
the publishers of commercial and taxation services 
to their subscribers. A cover will take twelve 
copies of the journal and can be supplied for 25/- 
post free in Australia, a price considerably below 
the cost of conventional binding. If enough readers 
are interested in purchasing covers, the publish- 
ers will order a quantity for sale at the price 
mentioned. Those interested in purchasing covers 
should write to: The Secretary, Accountants Pub- 
lishing Co. Ltd., 37 Queen Street, Melbourne. 
Please do not send remittance at this stage. 
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Fine Points 
of Commercial Law 


E. H. COGHILL, LL.M. 


Librarian of the Supreme Court of Victoria 


EXTORTION IN BANKRUPTCY 


R a long time, there has been a 

vague doctrine in the air that a 
geditor who is guilty of something 
called “extortion” cannot obtain a 
bankruptcy order against his victim. 
The extent and nature of that doctrine 
has now been considered by the Court 
of Appeal in Re a Debtor (1955) 2 
AE.R. 65. 


In that case, the debtor owed two 
separate debts of £800 and £40 to a 
creditor, who sued him for the £800 
debt only, knowing that he could prove 
for the other in the ensuing bank- 
ruptey. The debtor came forward with 
various proposals for settlement, to be 
met by a stony refusal to talk business 
util finally he offered to pay the whole 
40 by instalments and also, in addi- 
tion to the costs legally payable, to 
fay expenses of about £10 which the 
editor had actually incurred, but 
could not legally recover. The creditor 
acepted this offer, insisting neverthe- 
kss that he would prosecute the action 
ilready started to the stage where he 
td a judgment. However, in the 
end the debtor was unable to make ar- 
rangements for the instalments which 
te had suggested, and the creditor 
commenced bankruptcy proceedings, 
to be met by the defence that by seek- 
ig more costs than those to which he 
was legally entitled he had been guilty 
epertion and his application must 
ail, 


_The Court, in a long and exhaustive 
lidgment, explained the rule as to ex- 
urtion as being one example of a 
Wider rule that the Courts will not 
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allow their processes to be used to 
enable persons to exert pressure, so as 
to obtain some additional advantage 
to which they are not entitled. Here a 
close examination of the facts did not 
reveal any threats or undue pressure 
upon the debtor to pay more than was 
due, and it was hard to see that this 
extra payment, offered by the debtor, 
was not a reasonable amount to offer 
for the right to pay an admitted debt 
by instalments. Accordingly the 
creditor’s conduct did not amount to 
extortion or to an abuse of the process 
of the Court, and a bankruptcy order 
was made despite the debtor’s pro- 
tests. 


BILL OF LADING EXEMPTION 
CLAUSES 

HIPPING companies seem to have 

a tradition that they pile clause 
after clause into their documents and 
never consider how these clauses inter- 
act with each other or how they fit 
the facts until after the worst has hap- 
pened. Some of the confusion is due 
to a suspicion (I hope unwarranted) 
that shipping clerks cannot be trusted 
to select a different form to meet a 
different set of circumstances. Any- 
how, it all makes work for the lawyer. 
In Tasman Steamship Co. v. Win- 
stone Ltd., 1955 N.Z.L.R. 588, the appel- 
lant company carried goods of the re- 
spondent from Yokohama to Welling- 
ton under a bill of lading which con- 
tained the usual array of clauses in- 
tended to exclude any liability of the 
shipowner in any circumstances what- 
ever. But endorsed on the bill were the 
words: “Subject to the provisions of 
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FINE POINTS OF COMMERCIAL LAW — Continued 


the Carriage of Goods by Sea Act of 
the United States of America”—the 
well-known Harter Act. Now that 
Act is expressly stated to apply only 
to voyages to or from ports of the 
United States, and neither Yokohama 
nor Wellington is a port of the United 
States. The cargo having been dam- 
aged, what was the result of these in- 
consistent clauses? The Court of 
Appeal of New Zealand, with the idea 
that if the bill of lading was obscure 
it was the fault of the shipowner, came 
to the conclusion that the intention 
of the parties must be taken to be that 
the provisions of the Harter Act, ex- 
cluding the operation of these restric- 
tive provisions, should apply to this 
voyage—otherwise why mention that 
Act at all? 

The obvious explanation, that this 
clause was included only to cover 


voyages that were in fact subject to 
the Harter Act, was rejected for the 
reason that the clause did not say 80. 
Accordingly, a very simple amendment 


would throw the burden back on the 
shipper. Probably yet another clause 
has been added to that effect in later 
bills of lading. 


REDEEMABLE SHARES—CAPITAL OR 
INCOME 

N THE Canadian case of re Waters 
(1955) 2 D.L.R. 176, the question 
was whether a distribution of shares 
was capital or income. Deceased had 
left a will, leaving her property to 
trustees upon trust for her son for life, 
and on his death for her grandsons. 
Included in the assets were 3,000 
shares in a certain company. The 
company was advised that it and its 
shareholders would save tax if it dis- 
tributed its assets in the form of re- 
deemable preference shares. It did 
so, issuing to these trustees 64,000 3% 
redeemable preference non-cumulative 
non-voting shares, which it proceeded 
to redeem gradually. In three years, 
besides paying the interest due, it had 
redeemed 18,000 of them. The inter- 
est, of course, was paid to the son, but 
he claimed the amounts paid to redeem 
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the shares as well, and these proces. 
ings followed. 


The Court of Appeal of Ontario 
looking at the documents before it 
held that it was impossible to treat th 
issue as anything but a capital isgy 
merely because the company hoped or 
expected to save income tax by its 
scheme. It had capitalised its asset 
by creating the bonus issue. It might 
never redeem these shares and was 
certainly under no obligation to do w, 
In fact it had not redeemed the major. 
ity of them, and it was impossible t 
say that, merely because it had r 
deemed some of them, it had turned: 
capital asset, duly created, into incom 
over again. 


The action of the trustees, in retain. 
ing the proceeds of these shares a 
capital, was approved. 


REPUDIATING A CLAIM 
HE case of West ». National Motor 
etc., Insurance, which I discussed 
under this heading last June, 25 AA 
252, has been affirmed on appeal (1955) 
1 A.E.R. 800. 


In that case the defendant company 
might have repudiated a policy on the 
ground of mis-statement — namely 
under-value—as the values were part 
of the proposal and were stated to be 
the basis of the contract. However, 
the company was rather frightened of 
the suggestion that an error in valu 
tion would annul the policy, perhaps 
thinking it would be bad _ publicity, 
and it claimed to be entitled to treat 
the policy as still subsisting, but to re 
pudiate the claim. 


There are plenty of cases in whieh 
there are bona fide disputes as 
whether a particular loss does or 40 
not come within the terms of the 
policy, but both in the lower Court and 
in this decision of the Court of Appeal 
it was held that an insurance compaly 
must either accept that the policy § 
binding or reject it. It cannot adopt 
the policy and then repudiate pa 
ticular claims on grounds which go 
the root of the whole policy. 
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$ FERMS Se seecs 


N accepting the invitation of the 

editor of The Australian Accoun- 
tant to contribute a periodical London 
Letter, your correspondent welcomes 
the opportunity to pay his regard to 
the accountancy profession in Aus- 
tralia. Its progressive spirit and vita- 
lity are manifested in many directions, 
and notably in two broad respects. 
First, in organisation by the grouping 
of qualified accountants in The Insti- 
tute of Chartered Accountants in Aus- 
tralia and in The Australian Society of 





BY OUR 
LONDON CORRESPONDENT 





Accountants, the recent constitution of 
which was the outcome of patient 
negotiation and generosity of sentiment 
on the part of the constituent bodies 
now merged. Secondly, there is wide 
development of professional education 
and conference, of research and of re- 
lations with the universities, in which 
Chairs or Readerships in Accounting 
have been established during the last 
few years. To these broad characteris- 
tics should be added the increasing 
exchange of views and ideas, whether 
by literature, personal visits and indi- 
vidual relationships, between English- 
speaking members of the profession 
inter se and between them and those in 
other countries. 


* * * * 


The first London Letter emerges at 
atime when there have taken place his- 
toric celebrations and the annual meet- 
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London Letter 


ings of the accountancy bodies in Great 
Britain and in Ireland, records of 
which are to be found in the various 
professional periodicals. 

Parallel with the human instinct to 
celebrate a centenary or an anniversary 
of an institution is the more profound 
purpose to mark the growth of tradi- 
tion: this is of high significance to a 
profession. The accountancy profes- 
sion all over the world was invited in 
1954 to join in the celebration of the 
centenary of the Institute of Chartered 
Accountants of Scotland. The founda- 
tion was by the grant of a Royal Char- 
ter in 1854 to the Society of Accoun- 
tants in Edinburgh, followed in 1855 
by a Royal Charter to the Institute of 
Accountants and Actuaries in Glasgow. 
Accordingly, the celebrations of 1954 
in Edinburgh, the capital city, were 
projected to those held in Glasgow, the 
seat of commerce in Scotland, on 14 
and 15 March last. Historically, it is 
undisputed that the incorporation of 
these two bodies in Scotland marked 
the beginning of accountancy as an 
organised profession in the world. An 
interesting account of the celebrations 
in Glasgow was included in The Ac- 
countants’ Magazine for April, 1955. 
It was aptly felt that the Glasgow In- 
stitute (now merged in The Institute 
of Chartered Accountants of Scotland) 
had for the time being come back into 
existence and was host to the other 
members and their ladies and to many 
guests. Presiding was Sir John Somer- 
ville, F.R.S.E., Edinburgh, the Presi- 
dent of the Scottish body; and a promi- 
nent part in the proceedings was taken 
by Sir Ian Bolton, Bart., O.B.E., Glas- 
gow, the Vice-President, and a Past 
President of the former Glasgow Insti- 
tute. (Sir Ian has since become Presi- 
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dent of The Institute of Chartered 
Accountants of Scotland.) There were 
services of commemoration and thanks- 
giving in Glasgow Cathedral and in 
St. Andrew’s Cathedral and, as befit- 
ted the occasion, a number of functions 
and congratulatory speeches. At the 
banquet, the Right Hon. Lord Clyde, 
Lord Justice-General of Scotland and 
President of the Court of Session, was 
the principal guest, from whose oratory 
the following stimulating extract may 
be quoted :— 

“You and I belong to two professions, per- 
haps now the only two professions in the 
world, which are still completely free. Your 
job and mine represent almost the only two 
careers in this country today which are open 
to men who wish throughout their working 
life to remain dependent almost exclusively 
upon their own endeavours; men who are 
not looking for charity from other people to 
see them through their difficulties; men who 
are not wanting to shield themselves behind 
a higher executive of some kind; men who 
wish throughout their careers to rely on 
their own decisions upon their own respon- 
sibilities.” 

In the course of his reply to the toast 
proposed by Lord Clyde, Sir Ian Bolton 
in charming terms referred to the 
friendly relations with the other ac- 
countancy bodies, which he had endea- 
voured to quicken: and he had some 
pertinent things to say about the work 
of the profession :— 

“We have costing, we have statistics, we 
have budgetary controls, investigations, 
management accounting—and I don’t know 
what else is going to be added some day to 
our syllabus ... But amalgamation (of the 
Scottish bodies) also has its dangers: we 
may become too professional. The jargon of 
our profession is worse than Greek to many 
of our clients, and we have to be simple.” 


* * * * 


In May the scene of celebration 
moved to the City of London, where in 
the historic Guildhall, now happily re- 
stored, The Institute of Chartered 
Accountants in England and Wales 
gave a banquet on 9 May (reported in 
The Accountant of 14 May), anticipat- 
ing by two days the seventy-fifth anni- 
versary of its incorporation by Royal 
Charter (11 May, 1880). The Institute 
was honoured by the presence of 
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H.R.H. the Duke of Edinburgh, K.G. 
The President of the Institute, Mr. 
Donald V. House, London, presided 
over a distinguished company, which 
Mr. W. S. Carrington, London, the 
Vice-President (recently returned from 
Australia and New Zealand) aptly de. 
scribed as representing all facets of the 
national life, and which included the 
Right Hon. the Lord Mayor, the Lord 
High Chancellor (the Right Hon. Vis- 
count Kilmuir, G.C.V.O.), some of Her 
Majesty’s Judges and some of Her 
Majesty’s Ministers. Speeches scintil- 


‘ lated with humour and reminiscence; 


and H.R.H. the Duke of Edinburgh, 
who proposed the toast of the Institute, 
was warmly greeted and his wit and 
discernment afforded much enjoyment. 
He said :— 

“Perhaps the best way to realise the value 
of the profession would be to imagine what 
would happen if Chartered Accountants did 
not exist. I agree it is difficult to imagine. 
My guess is that among other things, half 
the country would be bankrupt by paying too 
much tax and the other half would be in gaol 
for not paying enough. And that of course 
is quite apart from deliberate dishonesty.” 


H.R.H. referred to what Stephen 
Potter might describe as “Taxman- 
ship” :— 

“There are two sides to this game. On the 
one hand is the gentle art of scoring off the 
Inland Revenue without actually cheating. 
On the other hand is the brutal business of 
tax extraction without actually using the 
thumb-screw.” 


In his reply, Mr. House expressed 
the great appreciation of the Institute 
at the presence of the Duke of Edin- 
burgh and of the happy speech of His 
Royal Highness. With becoming plea- 
sure he referred to the growth and in- 
fluence of the Institute and to the 
merits of its system of training. In 
the less serious parts of his speech, the 
President said it was fortunate that on 
this occasion the guests were spared 
from listening to as many as twenty 
speeches, which the records show were 
made at a dinner of the Institute held 
in the Merchant Taylors’ Hall in the 
City of London in 1893. Not forgetting 
articled clerks and their examination 
difficulties, Mr. House thought that 
they were not lacking in imagination; 
and this was shown by an articled 
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LONDON LETTER — Continued 


derk’s idea of the trade cycle (an 
examination topic) as “a special kind 
of bicycle used generally by errand 
boys”. 

The proceedings concluded with a 
response by the Lord Chancellor on 
behalf of the guests: 

In a more domestic setting in March, 


Mr. Bertram Nelson, the President, and 
the Council of The Society of Incor- 


* * 


porated Accountants entertained at 
their own Hall in London the President 
of the Federation of British Industries 
(Sir Harry Pilkington), the Presidents 
and Secretaries of other Accountancy 
bodies and other guests; and on the 
eve of the Society’s Annual Meeting in 
May, a dinner was given at which the 
Right Hon. the Lord High Chancellor 
and the Right Hon. Earl Jowitt (a 
former Lord Chancellor), the Right 
Hon. Lord Layton and other guests 
were entertained. 
A.A.G. 





Provisions and Reserves 


C. R. ATREY, A.A.S.A. 


R. M. A. HESSE’S useful and in- 

teresting article on the account- 
ing implications of long-service leave 
(Australian Accountant, February, 
1955) raises an important point of 
terminology. 

Holding that the cost of the leave 
should be charged year by year in ad- 
vance of its being taken, he suggests 
that the debit for the expense should 
be called a provision and the corres- 
ponding credit a reserve. The reserve 
is to be “charged with actual payments 
in the year in which paid”. 

Now generally accepted opinion, at 
any rate in Australia, is that any credit 
balance designated as a reserve should 
be part of shareholders’ funds. Thus 
such titles as Reserve for Deprecia- 
tion, Reserve for Doubtful Debts, Re- 
serve for Taxation, etc., are regarded 
as obsolete, the word provision being 
generally used in such cases. 

Broadly speaking, provision accounts 
comprise :— 


(a) amounts to be deducted from 
assets (e.g., depreciation, doubtful 
debts) ; 


The Australian Accountant, August, 1955 


(b) anticipated liabilities (e.g., divi- 
dend, taxation) ; 


(c) balances available to absorb ex- 
penses which are not yet payable 
but are attributable to operations 
already completed (deferred main- 
tenance). 


There is no great distinction in prin- 
ciple between (b) and (c). The dif- 
ference is merely that in type (c) there 
is no definite payee, but funds will 
nevertheless be required for the pur- 
pose indicated. The time of payment, 
too, is perhaps less definite than for 
type (b). 


Commitments for long-service leave 
evidently constitute an expense attri- 
butable to current or past operations, 
but payable in the future. It seems, 
therefore, that the credit balance set 
up to absorb the payments should be 
described as a provision, not as a re- 
serve. As already stated, a reserve 
is part of shareholders’ funds; it re- 
presents retained profits, whether 
from revenue or capital sources. This 
term should not be used to designate 
what is essentially a liability. 
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If this is so, how shall we describe 
the debit? Naturally it cannot also be 
called a provision. However, there is 
little need to think too long. It is, 
after all, only a temporary account, 
which is transferred to profit and loss 
account or apportioned to factory ex- 
pense or a departmental expense ac- 
count. Could it not simply be called 
Long-Service Leave Expense or some- 
thing similar? 


MEANING 


. Anticipated liability. Provision 


is also u 


. Accumulation of expired Provision 


is also used. 


. Deduction from current 
asset account for antici- 
pated loss on realisation 
or collection. 


. Charge (ie., debit) for 

(a) estimated outgoing 

(e.g., income tax) ; 

(b) absorption of cost 

(e.g., depreciation) ; 

(c) anticipated loss on 

realisation or collec- 

tion of asset (e.g., 
doubtful debts). 


. Accumulated profits 
available for dividend. 


BRITISH TERMINOLOGY 


(e.g., 
for Income Tax); 


(e.8-, 
cost. for Depreciation) ; 


Provision (e.g., 
for Doubtful Debts) ; 
serve is also used. 


Profit and Loss Appropria- 
tion and Revenue Reserves 


[It should be pointed out that the use of 
the terms provision and reserve in Mr. Hesse’s 
article is in accordance with standard Ameri- 
ean practice. The following table, which is 
not exhaustive, gives an indication of the 
differences which exist between British and 
American practice. Neither our own nor the 
Americans’ terminology has a great deal to 
commend it, although it must be admitted 
that the word reserve is used with even less 
discrimination in British countries than in 
the U.S.A. The table ‘serves not only to re- 
inforce Mr. Airey’s argument for greater dis- 
crimination in the use of words, but em- 
vhasises the need for international co-opera- 
tion in a revision of terminology.—Editor.] 


U.S. TERMINOLOGY 


Reserve (e.g., Reserve for 


Income Tax). 


Provision 
Reserve 


Reserve (e.g., Reserve for 
apn aaa Allowance is 
also 


Provision 
Reserve 


Provision 
Re- 


serve 


Reserve Bebisy ry 


Doubtful D 


is also used 


Earned Surplus. 


variously described. 


Reserve 
Replacement 
Provision is 


. Profits earmarked for 
specific purposes. 


(e.g., 


also 


Reserve (e.g., Reserve for 
Replacement of Fleet). 


Reserve for 
of Fleet). 





Women in the Profession 


Required by wholesale firm in the country, not 
shop, lady as clerk. Must be thorough accountant, 
to pass auditor, and able to do plain cooking. Only 
two in family. Servant kept. Salary £20 p.a. and 


24 per cent. of net vrofits. 


British newspaper advertisement, August 1913, 
quoted in Fifty Years, the Story of the Association 
of Certified and Corporate Accountants 1904-54. 
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Notes prepared by the teaching staff of the Department of 

Accounting, University of Melbourne. The last instalment 

(Australian Accountant, July, 1955) brought the review 

of overseas journals up to March, 1955. The present notes 
bring the review up to April, 1955. 


Current Problems 


Discussed in Overseas Journals 


PF FPSB ESHER we 


_ 
ra] 


History of Public Accounting 


In The Accounting Review, April, 
Public Accounting in the United States 
1896-1913 deals with some of the early 
firms still in existence, the expansion 
of accounting education and the pro- 
fessional associations. 


Accounting and Economics 

A further plea for The Integration of 
Accounting and Economic Studies is 
made by David Solomons, in Account- 
ing Research, April. The author feels 
that a fusion of both disciplines would 
be of great mutual benefit. For in- 
stance, in the theory of the firm, it 
would assist the economist to know 
something of the measurement of re- 
venue, cost and profit when he is 
theorising about the equation of mar- 
ginal revenue and marginal cost to 
maximise profits. Likewise, the accoun- 
tant would be aided in measurement 
and interpretation of data by a know- 
ledge of the economist’s theory. 


Education for Accounting 


The Accounting Review, April, con- 
tains reports by two educational com- 
mittees of the American Accounting 
Association. The first is a progress 
report on the Work of the Commission 
om C.P.A. Standards. The problems 
associated with education for the pro- 
fession are indicated by differences in 
C.P.A. legislation in the various states. 
The aim of the report on which they 
are working is to “provide a goal for 
the not-too-distant future towards 
Which the different states may gradu- 
aly approach”. The second report is 
a Statement of Standards and Respon- 
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sibilities Under Public 
Internship Programmes. 

The editorial, Notes and Comments, 
in The Canadian Chartered Accountant, 
April, includes the following: “British 
Columbia is the first Province to estab- 
lish a combined course leading to a 
degree of Bachelor of Commerce and a 
certificate in chartered accountancy. 
Under the program students will at- 
tend university classes from May until 
September and spend the winter 
months under articles. The first class 
of the combined course will start in 
the fall of this year and will save 
students two years in qualifying for a 
B.Com. degree and C.A. certificate. 
They will be on a year-round salary 
from their employers.” 


Accounting 


Management Accounting 


A report of the Leicester Research 
Committee of the Society of Incor- 
porated Accountants on Periodical 
Financial Statements is published in 
Accounting Research, April. The re- 
port gives the results of an investiga- 
tion of the accounting information 
supplied to management, and the regu- 
larity with which such information is 
provided. The committee found that 
many of the newer management ac- 
counting techniques have not been 
widely adopted in industry. 

In Control of Costs on the Shop 
Floor, Cost and Management, April, 
Alan Fogg asserts that cost data must 
be collected, analysed and presented in 
the manner most suitable for control. 
He gives five principles of control by 
management, and proceeds to suggest 
ways in which effective control can be 
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attained in practice. The importance 
of regular checks on control data for 
accuracy is emphasised, as also is the 
necessity for control to cover the whole 
field of operations and not only a few 
selected items. 


In The Cost Accountant, April, G. S. 
Whitson, Management Accountancy, 
maintains that although the term 
“Management Accountancy” is of re- 
cent origin, it is merely the application 
of a name to a trend, which has been 
apparent for twenty years, towards in- 
tegration of financial and cost account- 
ing functions in industry. What was 
once the accountant’s end-product has 
virtually become his raw material, be- 
cause “he is expected to convey the 
meaning and message of the figures to 
management in terms which they can 
readily understand”. The author as- 
serts that there is considerable room 
for development in the provision of 
information of general company in- 
terest and that provision of informa- 
tion of this kind has a valuable co- 
ordinating effect. 

Howard C. Adams and Richard F. 
Neuschel in The Controller, April, tell 
how management reports can be re- 
duced in number whilst the quality of 
the information produced can be cor- 
respondingly improved. The plan for 
reducing the number of reports cannot 
effectively operate, they believe, if it 
is based simply on a review of the 
reports in operation at the time and a 
general pruning of these reports. Their 
“new approach” deals with three speci- 
fic ways in which the reporting can be 
reduced and improved. To concentrate 
on defining the company’s real per- 
formance-measurement needs is the 
most important single step; then the 
existing reports may be evaluated 
against a framework of performance 
measurement needs. Step two is to 
establish performance measures where 
none existed previously. Finally, close 
attention should be paid to presentation 
techniques so that significant facts may 
be grasped clearly and quickly. 

In the same issue, Malcolm S. Suther- 
land, Internal Reports to Management, 
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states the “principles of internal re 
ports” and shows how the profit and 
loss account may be presented in five 
ways. The direct-cost (or variable 
costs) method is given most attention, 
for “it provides management with a 
wealth of essential information not 
available under the total-cost concept”, 


Controller Functions 


Irving D. Dawes in The Controller, 
April, Profit Planning: The Control 
ler’s Part, discusses the controller's 
function in short-term and long-term 
planning. He believes the controller is 
the key man in profit planning: he not 
only sees but experiences the business 
as a whole, whereas other major exect- 
tives must concentrate on a single 
aspect. With experience, the controller 
can evaluate the proposals and actions 
of these other executives through the 
effects of their activities on the com- 
pany’s profit and loss statement and 
balance sheet. 


Internal Auditing 


H. E. Alspach, in The Internal Audi- 
tor, March, discusses the _internal- 
auditing organisation of the Ford 
Motor Company, and the audit pro 
grammes, reports, etc., in use by this 
company. 

Thomas C. Pitney, The Internal 
Auditor, March, The Whys and Hows 
of Clerical Work Measurement, tells of 
a new approach to the problem of in- 
creasing clerical costs. This approach 
has as its goal the setting of standards 
of clerical activity, and the article tells 
how the setting of these standards (by 
time study) should be tackled. 


John W. Haslett and Warren M. 
Albert, The Internal Auditor, March, 
Relationship of Internal Auditing to 
Methods and Systems, present two con- 
trasting opinions as to the need (0 
otherwise) for the segregation of these 
functions. Mr. Albert, an advocate of 
a single department, presents the more 
conclusive case, based on his claim that 
an internal auditor’s function proper 
performed necessitates a full know 
ledge of clerical procedures. 
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In the same issue, H. G. Kimball 
describes how his organisation, Lock- 
heed Aircraft Corporation, extended 
the scope of internal auditing beyond 
the strictly accounting field. (This 
theme is ever-present in articles in this 
journal.) 

Also in the same issue, F. A. Cooper 
is another contributor to the theme of 
extending the scope of activity of the 
internal auditor. He rightly suggests 
that administrative efficiency is the 
chief factor determining the success or 
otherwise of an industrial concern, and 
he claims that purely protective audit- 
ing cannot effectively aid management 
to increase administrative efficiency. 

Finally, also in the March issue, Wil- 
liam G. Proctor, who also advocates 
axtension of the scope of internal audit- 
ing, discusses limitations to the widen- 
ing of this scope. He rejects the notion 
that “scope” is something to be de- 
fned by directive, but “is a point of 
view to be developed by the internal 
auditor himself’. 


Seasonal Costing 

_ Seasonal costing means charging the 
idle capacity costs of the off-season to 
the production of the peak period. 
W. G. Cole, N.A.C.A. Bulletin, April, 
discusses the circumstances in which 
the Concept of Seasonal Costs is 
applicable. 


Costing for Design Changes 
In Cost and Management April, 
James C. Stewart, Design Cost Analy- 
sis, A Guide for the Engineer, describes 
the procedure used by the cost accoun- 
tant and industrial engineer in con- 
junction, to evaluate the differential 
cost of changes in design. This article 
§ a case study of methods used in a 
American tractor-manufacturing 
concern. 


Cost Control for the Office 

_G. W. Urban, Time and Dollar Costs 
i Consumer Financing, N.A.C.A. 
Bulletin, April, describes an application 
of standard costing to the conduct of 
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hire-purchase business. Time-study 
standards were used to adjust the staf- 
fing of the various sections, and showed 
that loans below a certain amount and 
duration were unprofitable. 


In the same issue, W. G. Cole de- 
scribes the preparation and use of pro- 
cess and flow charts in office-work 
simplification. 


Labour Costing 


Herbert C. Giesler, in The Analysis 
and Control of Factory Labour Costs, 
Cost and Management, April, considers 
the problems faced by the accountant in 
analysing and controlling labour costs 
when piece-rate incentives and stan- 
dard costs are in use. He analyses the 
factors which cause variances from 
standard under a piece-rate incentive 
scheme, and considers in detail the 
problem of controlling rework opera- 
tions. 


Direct Costing 


The Accountant, April 16, contains 
a short discussion by Allen J. G. Shep- 
pard of the potentialities and limita- 
tions of marginal costing. 


T. M. Kupfer reviews The Tax Status 
of the Direct Costing Method in the 
N.A.C.A. Bulletin, April. Inventory 
valuation at direct cost is not recog- 
nised under the U.S. Internal Revenue 
Code, and the author predicts that it 
will not be so recognised until it gains 
general acceptance by the accounting 
profession. 


Is Direct Costing the Answer? by 
Robert Beyer, The Journal of Accoun- 
tancy, April, is a short discussion of 
points of controversy. The author 
maintains that all the information 
highlighted by direct costing is avail- 
able when traditional absorption tech- 
niques are used. He claims that pre 
sent dissatisfaction is not caused by 
inherent faults in absorption costing, 
but that mishandling of conventional 
absorption techniques by accountants 
has been the trouble. Hence he con- 
cludes that no change in our “present 
philosophy of income reporting” is 
necessary. 
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CURRENT PROBLEMS — Continued 
Inventory Control 


A Ship Builder’s Surplus Stock Con- 
trol Procedure, by W. U. Niss, N.A.C.A. 
Bulletin, April, is a case study of stock 
control in a company where orders are 
few but large, and where most of the 
material is procured and held for 
specific contracts. 

The Theory and Practice of Stock 
Control, by A. R. Ilersic, Accounting 
Research, April, is a study of the econo- 
mics of proper stock control. Invest- 
ment in inventories in the individual 
firm and in the national economy is 
considerable. Proper -planning of this 
investment is necessary for effective 
cost and production control within the 
firm and for the mitigation of trade- 
cycle fluctuations in the economy. 


Accounting and Price-Level Changes 


The Accountant, April 16, has a 
short article by W. Walsh, setting out 
the method of deriving price-index 
numbers and the problems involved in 
the construction of a cost-of-living 
index. 

In the N.A.C.A. Bulletin, April, 
W. A. Terrill argues strongly for reten- 
tion of the historical-cost basis in 
accounting, and for confining replace- 
ment cost and similar data to supple- 
mentary statements. “The means of 
attaining greater financial justice in 
times of monetary fluctuation are 
clearly in the field of law. Accounting 
is neither a short-cut to justice nor is 
its modification an appropriate sub- 
stitute for legal modification.” 


The Accounting Review, April, con- 
tains three articles on accounting for 
price changes. James Dohr, Limita- 
tions on the Usefulness of Price-Level 
Adjustments, reminds us that net 
worth is “dependent on future income 
rather than past income being depen- 
dent on changes in net worth”. This 
and other basic shortcomings of price- 
change accounting objectives he waves 
aside with the claim that the use of a 
general index-number method, “despite 
its weaknesses, will improve what we 
now have”. He concludes with the 
“modest proposal that the use of a 


354 


general index should, for the present, 
be limited to inventories and fixed 
assets”. 

Donald Corbin, A Case Study of 
Price-Level Changes, provides the de 
tailed working associated with the 
application of a general index to the 
financial reports’ of a large department 
store. 

My Experience in Price _ Leye 
Adjustments is an interesting note by 
S. T. Sih on methods employed in Hong 
Kong to cope with rapid inflation, 
changes in currency, and changes in 
price index. 


Funds Statements and Working Capital 


In The Canadian Chartered Accoun- 
tant, April, Howard I. Ross, Some 
Questions about Working Capital, 
points out some misleading conclusions 
that can be drawn from funds state 
ments and reports of changes in work- 
ing capital unless they are analysed 
further. 


Mechanised Accounting 


A. E. Davies, in Automation and 
Electronics in the Office, Accountancy, 
April, uses an approach based upon the 
provision of flexible groups of related 
but independent electronically controlled 
automatic machines, each built on a 
functional basis, rather than on com- 
prehensive machines of the computer 
type which handle complete clerical 
routines. He discusses the problem that 
arises because of inadequate means of 
processing data and poor methods of 
storing data. Continental developments 
in banks in the functional grouping of 
machines are mentioned, and a fuller 
exposition is given of practices appear- 
ing more and more frequently m 
Britain and America. 

Approaching Mechanical Applica 
tions Wisely, by G. H. Wadsworth, 
N.A.C.A. Bulletin, April, is a case 
history of the introduction of punched- 
card accounting into an old-established 
company. The author deals with each 
of the four steps: preliminary survey, 
detailed study, getting ready and mak- 
ing the change-over. 
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CURRENT PROBLEMS — Continued 


In the same issue, Automatic Pro- 
cessing of Orders and Invoices, by 
F. D. Hirschman, describes an applica- 
tion of automatic typewriters linked 
through five channel punched com- 
munication code, similar to the instal- 
lation at U.S. Steel (Current Problems, 
May, 1955, p. 221). 

Electronic Digital Computers and 
Business Data Processing, The Cost 
Accountant, April, is the first report of 
a sub-committee set up by the Research 
and Technical Committee of the Insti- 
tute of Cost and Works Accountants to 
investigate the application of electro- 
nics to industrial accounting. This 
report gives a broad non-technical out- 
line of the nature of the electronic digi- 
tal computer and summarises develop- 
ments up to date in its use as a data- 
processing machine in accounting and 
business-statistics procedures. 


Depreciation 

A. B. Carson, in The Journal of 
Accountancy, April, The Terminal- 
Date-Group Method of Depreciation 
Accounting, describes a method of 
grouping assets for depreciation pur- 
poses according to the year in which 
they will be fully depreciated. This 
method, which could be useful where 
assets in the same group are depre- 
ciated at different rates, is fully illus- 
trated with worked examples. It has 
many of the advantages of recording 
depreciation on each unit of property, 
but does not call for the same amount 
of detailed recording. 

Recent changes in the U.S. Internal 
Revenue Code have sanctioned methods 
of depreciation which result in high 
write-off during the early years of 
ownership, among them the sum of 
years-digits method under which three- 
quarters of the cost of an asset can be 
written off in the first half of its life. 
But I. W. Keller in the N.A.C.A. Bul- 
letin, April, points out that the glitter 
is not all gold, since the methods whict. 
reduce taxable income also reduce dis- 
tributable income, and may in addition 
distort product profitability and price 
structure. He recommends the reten- 
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tion of the straight-line method for 
costing and corporate accounting, the 
fast write-off being reserved for the 
tax-return. 


The influence of tax considerations 
is shown also in an article by C. D. 
Hellyar, How the Americans Treat De- 
preciation, in Accountancy, April, 
which describes the liberality of the 
U.S. Revenue Code of 1954 and the de- 
preciation methods adopted, with 
special attention to recent modifica- 
tions. 


Pricing Policies 

Joel Dean, The Controller, April, 
discusses the problem of pricing a new 
product. The choice of pricing 
strategy, he claims, is one between 
“skimming” pricing and “penetration” 
pricing. The former means higher 
prices (at least initially) than the lat- 
ter, which aims under favourable con- 
ditions at a price low enough to deter 
the potential competitor but still ensur- 
ing an adequate return. The choice 
between the two is influenced largely 
by the ease and speed with which com- 
petitors can bring out substitute pro- 
ducts. The article deals in turn with 
the factors which must be considered 
in setting the price—demand, cost, 
markets, promotion and distribution. 
It asserts that costs properly assign- 
able to the new products are the addi- 
tional (variable) costs due to the intro- 
duction of the product—“allocations 
of overheads that you are already in- 
curring should not be assigned to the 
new product because they will be the 
same whether or not you go ahead with 
the addition to your production line”. 


Statistical Applications 

In The Accounting Review, April, 
Research and Practice in Statistical 
Applications to Accounting Auditing 
and Management Control is a progress 
report by Robert Trueblood and W. 
Cooper. Statistical applications are 
illustrated and reasons are given for the 
relatively slow progress in the audit 
area. 

In The Accounting Review, July, 
1954, Ralph Snyder developed yield 


355 





CURRENT PROBLEMS — Continued 


formulas for irregular instalment pay- 

ments. In .the April, 1955, issue he 

shows how these formulas can be used 

‘el _ the yield on an issue of serial 
nds. 


Consolidated Financial Statements 


The American Accounting Associa- 
tion Committee on Concepts and Stan- 
dards published its supplementary 
statement on Consolidated Financial 
Statements in The Accounting Review, 
April. The circumstances in which 
consolidation should take place are dis- 
cussed, and the procedures to be fol- 
lowed are laid down as stemming from 
the assumption that the reports should 
reflect the activities of a group of com- 
panies as though they constituted a 
single unit. 


Auditing 
In The Accountant, April 23, C. 


Romer-Lee discusses some common 
reasons for qualified audit reports, 


dealing particularly with the four iteny 
in respect of which the U.K. Companies 
Act calls for an annual report by the 
auditor to members. 


In The Canadian Chartered Accoup. 
tant, April, John A. Wilson, Events 
Subsequent to the Date of Financia) 
Statements, discusses Bulletin No. 
of the Committee on Auditing Pro 
cedure of the American Institute of 
Accountants, issued in October, 1954 
dealing with the position of the auditor 
in relation to events subsequent to the 
date of the financial statement. 


In the same issue an article by C. K. 
MacGillivray, An Evaluation of the 
Auditor, contends that the auditor is 
often well qualified to become one of 
management’s consultants. 


The monthly research article by Ger- 
trude Mulcahy in this issue analyses 
qualifications appearing in auditors 
reports on the financial statements of 
Canadian companies in 1952. 





Addresses 


The addresses of the publications mentioned 
in this article are as under:— 


Accountancy, Incorporated Accountants’ Hall, 
Temple Place, Victoria Embankment, Lon- 
don, W.C.2., England; 


The Accountant, 4 Drapers Gardens, Throg- 
morton Avenue, London, E.C.2., England. 


The Accountants Journal, 22 Bedford Square, 
London, W.C.1., England; 


The Accountants’ Journal, 
Wellington, New Zealand; 


The Accountants’ Magazine, 27 Queen Street, 
Edinburgh, 2, Scotland; 


Accounting Research, Bentley House, 
Euston Road, London, W.1., England; 


The Accounting Review, College of Commerce 
and Administration, Ohio State University, 
Columbus, Ohio, U.S.A.; 


The Canadian Chartered Accountant, 69 Bloor 
Street East, Toronto, Canada; 


P.O. Box 5039, 
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of Journals 


4 seta 1 East 42nd Street, New York, 


29 


The Cost Accountant, 63 Portland Place, Lon- 
don, W.1., England; 


Cost and Management, 66 King Street East, 
Hamilton, Ontario, Canada; 


The Illinois Certified Public Accountant, 208 
oats La Salle Street, Chicago, Illinois, 


The Internal Auditor, 120 Wall Street, New 
York, U.S.A.; 


The Journal of Accountancy, 
Avenue, New York, U.S.A.; 


N.A.C.A. Bulletin, 505 Park Avenue, New 
York, U.S.A.; 


The New York Certified Public Accountant, 
677 Fifth Avenue, New York, U.S.A; 


The South African Accountant, 1000 Mansion 
House, Field Street, Durban, South Africa. 


270 Madison 
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Cost of Butter 

Not only does butter cost the house- 
wife dearly but the community also 
pays a subsidy, and there is some doubt 
about the returns which this industry 
provides for its producers. A recent 
survey in Western Australia indicates 
disquieting figures. Different regions 
in that state showed costs ranging from 
40d. a lb. to 50d. a lb., with individual 
farm costs showing even greater varia- 
tions. Apparently many dairy farmers 
keep going by employing family labour, 
for the survey indicated a capital loss 
of 0.88% after meeting cash costs, de- 
preciation and farm labour. 


How Many Houses Are Needed? 

It is natural for many people to de- 
sire houses of their own, but few of us 
are able to have everything we want, 
and many of our parents could not 
afford to buy homes of their own. It is 
sometimes forgotten that Australia now 
has more houses per thousand people 
than ever before. Comparison with 
other countries is not unfavourable to 
Australia, despite the high-sound of 
the fact that the United States is build- 
ing a million new dwellings a year. In 
proportion to population, this is slower 
than our own latest rate. And, without 
looking up the figures (if there are 
any), one would think that the stan- 
dards of our dwellings and surround- 
ings compare favourably with those 
through the United States as a whole. 


Jute Controls 

Jute supplies and prices are very 
important for Australia because of our 
heavy demands for cornsacks—not only 
to carry grain but also to hold fer- 
tiiser. Pakistan is the world’s great 
producer, but India now has most of 
the manufacturing capacity for pro- 
cessing Pakistan jute. Pakistan adopts 
a strong policy of controlling the jute 
price in the interests of its producers, 
and is also developing large scale pro- 
cessing plant, in the hope that it can 
also contro] this section of the industry. 
lf one country attains control of the 
bulk of raw material supplies and also 

€ main processing plants, consumers 
may have to pay dearly. 
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GORDON BRUNS 


How are Stocks? 


The level of stocks often indicates 
the trend of production activity in the 
near future. Thus stocks of refrigera- 
tors held during the winter suggest a 
delayed start for summer manufactur- 
ing programmes. The chairman of 
Prestige Ltd. has indicated that tex- 
tile and clothing stocks are unduly 
high, and looks to import restrictions 
to remedy this position. He also stated 
that “hand to mouth” buying had de- 
pressed forward ordering by traders 
who know that stocks are ample. 


Native Oil 


The test of the flow of oil from 
Wapet’s well at Rough Range continued 
from May 27 to July 25, and yielded 
nearly 17,000 barrels of oil, each equi- 
valent to about 35 gallons. The flow 
did not vary much during the test, but 
the flow itself did not reveal the size 
of the oil pool below. Other methods 
are apparently necessary to determine 
this critical matter, and unless a series 
of flows such as that already found are 
located near together it seems unlikely 
that the tested well will have any com- 
mercial future. 


Fairs and Exhibitions 


Leipzig will hold its Technical Fair 
from February 26 to March 7 next 
year, and its Sample Fair from Sep- 
tember 2 to September 7 next year. 

Melbourne also has its share of exhi- 
bitions (at the Exhibition Building). 
The following are arranged already for 
1956: Better Foods Exhibition from 
January 25 to February 4; Furniture 
from February 24 to March 10; Motor 
Show from April 5 to April 26; Chemex 
from May 10 to May 26; and in 1957 
the Engineering and Homes Exhibition 
will be from July 20 to September 11. 
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Official Report 


Australian Society of Accountants 


and 


The Australasian Institute of Cost Accountants 


LLOWING the consolidation of 

the profession by the formation 
of the Australian Society of Account- 
ants, consideration has been given to 
means of providing for specialised 
qualifications and activities. As a first 
step towards this end, discussions have 
taken place between the General Coun- 
cils of the Society and of the Aus- 
tralasian Institute of Cost Accountants. 
Whereas the Society has an overall 
interest in the development of account- 
ancy, including management account- 
ing, the Institute is particularly con- 
cerned with the advancement of cost 
accounting beyond the requirements of 
the general practitioner. It appeared, 
therefore, that specialisation in this 
field could best be ‘catered for by a 
closer affiliation of the two bodies. 


An analogy can be drawn with any 
other profession in which there is 
scope for specialisation. A general 
practitioner must first comprehend the 
general field of knowledge embraced 
by his profession before attempting to 
specialise. An accountant also, must 
first master the general principles of 
accounting, including management ac- 
counting, before he embarks upon an 
advanced study of cost accounting. 
Similarly with professional organisa- 
tions; in the field of accounting, there 
is room for institutions which cater for 
the particular requirements of the 
specialist as well as the organisation 
which provides general services for the 
whole profession. The Society should, 
therefore, continue to embrace the 
activities of the profession as a whole, 
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including the general field of manage. 
ment accounting, but could well look tp 
the Australasian Institute of Cost Ae. 
countants to provide the specialise 
qualifications and services. 


With these objectives in mind, 1 
scheme of affiliation has been worked 
out. The scheme has been approved 
by the General Councils -of the two 
bodies and incorporated in an agree 
ment. As the terms cf the agreement 
involve certain amendments of the 
Articles of the Institute, they must 
first be endorsed by members of the 
Institute before they can be imple 
mented. 


Briefly, the scheme of affiliation pro- 
vides for the maintenance of the Aus- 
tralasian Institute of Cost Accountants 
as a separate entity. The Society will 
exercise a general control over the af- 
fairs of the Institute similar to that 
exercised by the General Councils of 
both bodies over their respective Divi- 
sional Councils. The Society will be 
represented on the General Council 
and on each Divisional Council of the 
Institute, and the Institute will be en- 
titled to nominate a representative to 
attend as an observer at meetings of 
the General Council and of each Divi- 
sional Council of the Society. 


The administration of the Institute 
will be integrated with that of the 
Society. Accumulated funds of the 
Institute will be retained by the Inst- 
tute and applied towards the object 
set out in its Memorandum of Associa- 
tion. The Institute will continue # 
charge its members an annual sub 
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SOCIETY AND INSTITUTE — Continued 


sription to meet the cost of adminis- 
tering its affairs and of its separate 
activities, including such publications 
as the Cost Bulletin. Arrangements 
will be made to collect Institute sub- 
sriptions along with those of the 
Society, whilst preserving their separ- 
ate identities. 

The Institute will continue to con- 
duct post-graduate examinations in 
cost accounting and allied subjects, and 
to issue certificates to members who 
qualify for admission to the Institute. 
Use by members of the Institute of the 
distinguishing letters of the Institute, 
in conjunction with those of the 
Society, will also be continued. 


To facilitate the arrangements, ap- 
proximately 420 members of the Insti- 
tute, who were not members of for- 
mer accountancy bodies, will be ad- 
mitted to the Society if they so vish. 
Most of these will be members of the 
Institute of Chartered Accountants in 
Australia, university graduates, or 
others who have completed the re- 
quired examinations in accountancy. 
All members of the Society who may 
have become eligible for membership 
of the Institute, had they applied for 
admission before the affiliation, will 
retain their right to apply for mem- 
bership of the Institute and each appli- 


cation will be dealt with on its merits 
by the appropriate committee of the 
Institute. Holders of the diploma of 
cost accounting of the former Associa- 
tion of Accountants of Australia will 
be granted exemption from the ex- 
amination of the Institute in the paper 
on “General Principles of Industrial 
Organisation and Management”, pro- 
vided the holders of the diploma apply 
to be admitted to the examinations of 
the Institute before 31 December, 1957. 

Documents relating to the affiliation 
will be sent to members of the Insti- 
tute early in September. Arrangements 
will then be made for members of each 
Division of the Institute to meet and 
discuss the proposals before voting 
thereon at an extraordinary general 
meeting of the Institute in October. 

This generation of accountants is 
endeavouring to organise the pro- 
fession on a rational basis. We all 
desire that the next generation of ac- 
countants will consider that we have 
had sufficient vision to adopt the right 
course. 


G. E. FITZGERALD, 
President, 
Australian Society of Accountants 


C. B. VILLIERs, 
President, 


The Australasian Institute of Cost 
Accountants 





New Professorship 


Mr. E. Bryan Smyth, F.A.S.A., has been ap- 
pointed to the Chair of Accountancy in the New 
South Wales University of Technology. The estab- 
lishment of another Chair, marking a further ad- 
vance in accountancy education in Australia, will 
give general satisfaction, and Mr. Smyth is to be 
congratulated on his appointment. Further refer- 
ence to this appointment is made in News and 


Notes. 
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News and Notes 


Australian Society of Accountants 


VICTORIAN DIVISION 
Family Circle Discussions 


Approximately one hundred members were 
present at the July discussion to hear Mr. 
G. H. Peterson, of W. D. Scott & Co., speak 
on Direct Costing. The speaker, with the aid 
of illustrations, ably explained the difference 
between reports based on conventional ab- 
sorption costing and on direct costing and 
pointed out the advantages of the latter in 
cost control. The provision of periodic in- 
come and cost statements in which costs 
which vary with volume are distinguished 
from fixed costs was, in the opinion of the 
speaker, an important aid to the understand- 
ing of the relationship between costs, volume 
and profits. During the discussion period it 
was clear that the subject was of vital in- 
terest to many of the members present who 
were contemplating changing over to direct 
costing in their businesses. The August dis- 
cussion was on the subject of Conduct of 
Meetings, and the Division was fortunate in 
securing the services of Mr. P. E. Joske, Q.C., 
M.H.R., as speaker. It is hoped to arrange 
for the September discussion to be on the 
subject of Take Overs. 


July Luncheon 


A record number of members attended the 
July luncheon which was addressed by Mr. 
Sydney Piddington on the subject of Travel 
by Telepathy.. The speaker described in a 
most amusing and interesting manner the 
origin of his act in Changi prisoner of war 
camp, and his later efforts to have the act 
broadcast by the B.B.C. When after many 
reverses the B.B.C. finally put on the show, 
it finished up attracting a listening audience 
of 20 million. Members present showed by 
their enthusiastic applause their appreciation 
of the talk, and Mr. Piddington was suitably 
— by the State President, Mr. V. L. 

ole. 


Series of Lectures on Managerial Accounting 


A series of three lectures will be delivered 
by Professor W. J. Vatter to members and 
others at 6.00 p.m. in Nicholas Hall, Lons- 
dale Street, on 20, 22 and 27 September. 


Professor Vatter is Professor of Account- 
ing in the University of Chicago, and Ful- 
bright Visiting Professor in the Faculty of 
Economics and Commerce, University of Mel- 
bourne. Those who have already heard him 
speak will testify to his outstanding ability 
as a lecturer. Members will shortly reccive 
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particulars of the lecture series and applica- 
tion forms. 


Series of Lectures on Taxation 

Divisional Council is arranging a series of 
three lectures on taxation to take place on 
14, 17 and 22 November at Nicholas Hall, 
Lonsdale Street. Particular emphasis will 
be placed by the lecturers on any changes 
brought about by the budget. 


Annual Research Lecture 

The sixteenth Annual Research Lecture in 
the University of Melbourne, endowed by the 
Society, will be delivered by Professor W. J. 
Vatter. It has been tentatively arranged that 
the lecture will be held in the Public Lecture 
Theatre at the University at 8.15 p.m. o 
Monday, 3 October, 1955. Confirmation of 
the date will be published as soon as possible. 


Sporting Activities 
Before the end of the year, the Division 
lans to hold a golf day and bowls evening. 
ull details will be sent to members as soon 
as arrangements have been completed. 


Bendigo Branch 

Bendigo Branch members were addressed 
on Wednesday, 6 July, by Mr. A. F. Matting- 
ley and Mr. D. L. Renehan, two visiting con- 
sultants from the Taxation Department. 
Much useful advice was given on the prepara- 
tion of income tax returns and other points 
on taxation. 


Personal 

Messrs. Cleveland, Son and Hislop, Char- 
tered Accountants (Aust.), announce the new 
firm name of Cleveland, Scott and -— 
Mr. Kenneth William Scott has been 
mitted as a partner in the firm and Mr. Ron- 
ald Keith Gouldthorpe as an associate part 
ner. 

Professor Sir Alexander Fitzgerald, 0.BE, 
B.Com., F.A.S.A., has been appointed a mem- 
ber of the State Electricity Commission of 
Victoria. 

Mr. J. R. Barber, F.A.S.A., has been ap 
pointed General Manager of the Chamber 
Manufactures Insurance Limited, in succes 
sion to Mr. J. A. Torrance who retired 
30 June. 

Mr. D. V. Clark, A.A.S.A., A.C.LS., who 
has been Accountant of K. G. Luke (Au 
tralasia) Ltd. for the past eight years, has 
now been appointed Secretary of that com = 


pany. 
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NEWS AND NOTES — Continued 
NEW SOUTH WALES DIVISION 


Members’ Luncheon 

On Wednesday, 13 July, 300 members and 
ts attended the members’ luncheon at 
Trocadero, to hear an address entitled 

South-East Asia in Perspective. The guest 

speaker was His Excellency, Dr. Roberto 

Regala, Envoy Extraordinary and Minister 

Plenipotentiary of the Phillippines. Dr. 
a spoke of the role of both the 


Philippines and Australia in the South-East 
Asia area, and of the need for Australia to 
develop friendly relations with her neigh- 
bours 


The chair was occupied by the State Presi- 
dent, Mr. E. A. Cupit, who welcomed, in addi- 
tion to the guest speaker, Dr. A. J. Ageayani, 
Assistant Commercial Attaché of the 
Philippines Legation, and Mr. Frank Twohy, 
amember of the Los Angeles Society of Pub- 
lie Accountants and the Controller of the De- 
partment of Water and Power Supply of the 
City of Los Angeles. 

A vote of thanks to Dr. Regala was moved 
by Mr. W. P. Henson, the immediate past 
State President. 


Demonstrations of Mechanical Equipment 

Over 800 members accepted the invitation 
of the General Manager of the Common- 
wealth Trading Bank ef Australia to attend 
the demonstrations of mechanical aids in 
= at its head office on 14, 16, 20 and 21 
une. 

The equipment shown included microfilming 
equipment and proof machines which were 
recently installed to facilitate the handling of 
the large volume of cheques which flow 
through the bank each day. In addition, the 
demonstrations included shadoweight scales, 
cin scales, coin counters and sorters, a 
multicurrency accounting machine, the bank’s 
latest types of ledger posting machines, and 
an accounting machine which adds both hori- 
wntally and vertically. There were also on 
display machines from the bank’s mailing 
room which fold paper and open and seal 
envelopes. 

Senior officers of the bank entertained the 
members of the Divisional Council at a buffet 
dinner on 14 June. Supper and refreshments 
were provided at the conclusion of each 
demonstration. The manner in which our 
members were received, and the excellent 
lectures and demonstrations given, were a 
credit to the organisation and efficiency of 
the Commonwealth Trading Bank. Votes of 
thanks were o_o by the members who at- 
tended, and the State President had pleasure 
I writing to the General Manager, Mr. Arm- 
strong, expressing the appreciation of the 
Society for the time and effort given by 
iicers of the bank. 


Public Accountants Registration Board. 


_ Commencing with the October, 1955, exam- 
inations, the Public Accountants Registration 
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Board will award prizes of twenty-five guineas 
to the New South Wales candidates obtaining 
the highest marks in each of the following 
subjects :— 
Australian Society of Accountants and the 
Board’s “S” Syllabus 

Stage I 

Accounting and Auditing. 
Stage III 

Advanced Accounting. 

Auditing and Business Investigations. 


Institute of Chartered Accountants and the 
Board’s “C” Syllabus 

Stage I 

Accounting. 

Auditing. 
Stage III 

Advanced Accounting. 

Auditing and Business Investigations. 

The prizes may be awarded to persons sit- 

ting for examinations of the Australian 
Society of Accountants, or the Institute of 
Chartered Accountants, whether or not they 
are Board’s candidates. No person may be 
awarded more than one prize in either 
syllabus. 


Canberra Branch 


The first lecture in the 1955 series was 
delivered to forty-eight members of the 
Society at the Hotel Ainslie-Rex on Wednes- 
day, 27 July, 1955. In a stimulating address 
entitled Whence, Where and Whither, Mr. J. 
A. Mitchell, Chief Auditor, Commonwealth 
Audit Office, Canberra, traced the origin of 
accountancy as a profession and considered 
the present status and the future opportuni- 
ties of accountants, The Branch Chairman, 
Mr. R. C. West, was in the Chair and Mr. R. 
R. Gray, Branch Deputy Chairman, moved a 
vote of thanks to the speaker of the evening, 
which was carried enthusiastically. 


It was announced at the meeting that con- 
sideration was being given to the holding of 
a Regional Convention in Canberra in Novem- 
ber, 19565. 


Personal 

The Divisional Council was pleased to ex- 
tend its congratulations to members of the 
Division who have been appointed to two im- 
portant positions in Sydney. 

Mr. M. F. Hardie, Q.C., A.A.S.A., has been 
appointed an Acting Judge of the Supreme 
Court and an additional Judge of the Land 
and Valuation Court. The appointment dated 
from 1 August. Mr. Hardie has practised 
extensively in the High Court, in all jurisdic- 
tions of the Supreme Court other than crimi- 
nal, and has appeared in many leading con- 
stitutional, equity, income tax and resump- 
tion cases. 

Mr. E. Bryan Smyth, F.A.S.A., has been 
appointed to the Foundation Chair of Ac- 
countancy in the Department of Commerce, 
New South Wales University of Technology. 
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Mr. Smyth is at present Head of the School 
of Commerce at Sydney Technical College, 
and is also State Supervisor of Commercial 
Courses for the New South Wales Depart- 
ment of Technical Education. He is the first 
appointee to the University’s Faculty of Com- 
merce. This faculty will provide courses 
leading to the degree of Bachelor of Com- 
merce in general commerce, wool commerce, 
accountancy, and public administration. 


Messrs. H. J. Trist and Stranger have ad- 
mitted Messrs. R. M. Trist, A.A.S.A., and V. 
H. Ardron, A.A.S.A., into partnership as 
from 1 July, 1955. The name and address of 
the firm remains unchanged. 


Mr. E. A. Beck, A.A.S.A., is now 
from No. 6 “Elsmere,” 39 East 
Manly. 

Messrs. Charles J. Berg and Associates 
have admitted Mr. Colin Ivan Borough, 
A.A.S.A. as an associate of the firm as from 
1 July, 1955. The name of the firm remains 
unchanged. 


QUEENSLAND DIVISION 


Members’ Luncheon 


The July luncheon for members was _ held 
at the Maple Lounge, Edward Street, Bris- 
bane, on Wednesday, 20 July, when members 
listened with interest to an address by Mr. 
A. A. Hale, President of the Brisbane Stock 
Exchange. Mr. Hale’s address had as its 
topic The Stock Exchange as a Barometer of 
Business. 


The speaker emphasised the remarkable 
ability of American followers of the share 
market to predict the coming trend in Ameri- 
can business with a high degree of accuracy. 
He distributed for perusal graphs illustrati 
the relationship between share prices an 
the business index, both in America and Aus- 
tralia. He also illustrated the remarkable 
manner in which the share market followed 
closely the trend in value of exports. Mem- 
bers were encouraged by the speaker’s pre- 
diction at the conclusion of his address that 
Australia faced a prosperous period of steady 
development with every cause for optimism. 


On behalf of members, Mr. G. Nelson ex- 
pressed sincere thanks to the speaker both 
for his valuable address and for the manner 
in which he had prepared and delivered it, 
and the vote of thanks was carried by accla- 
mation. 


ractising 
splanade, 


Townsville Branch 

Members of the Townsville Branch met on 
30 June and listened with interest to an ad- 
dress on banking, by Mr. S. Fisher, Manager 
of the Australia and New Zealand Bank Ltd., 
Townsville, and an address on marine insur- 
ance by Mr. A. L. Dillon, Manager of the 
South British Insurance Company _ Lid., 
Townsville. These addresses proved of great 
interest to members. 
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The Secretary stated that he was_ hopeful 
of arranging a demonstration of machine ae. 
counting at an early date and members wil] 
be advised of details as soon as possible. 


Educational Group 


The September activity of this up will 
be held on 14 September and. will take the 
form of a strip film demonstration coverj 
the important subject of Business Writing for 
Accountants. Members will be informed of 
full details closely following this issue of the 
journal. 


Accountants and Secretaries’ Educational 
Society 


Members are reminded that the September 
Meeting of this Society will be held as usual 
on Wednesday, 7 September, when the speaker 
will be Mr. R. W. Robertson, Director of 
Studies of the Hemingway Robertson Insti- 
tute. He will discuss Problems of the Ac 
countancy Examination Candidate. The meet- 
ing will be held as usual in the Chamber of 
Commerce Rooms, Adelaide Street. 


Research Activities 


The Central Research Committee of the 
Society has expanded its activities, and com- 
mittees are being formed in all states. The 
work of these committees will be to develop 
statements on accoynting practice, and 
Queensland has been allotted the task of 
conducting research on Branch Accounting. 
The convenor has been appointed, and mem- 
bers who wish to participate in this activity 
or assist in any way are asked to send their 
names to the State Registrar, so that they 
may be invited to the first meeting of the 
Research Committee. 


University Library 


The Public Accountants Registration Board 
ef Queensland recently offered to the Univer- 
sity of Queensland the sum of £600 towards 
the provision of works of a research nature 
dealing with accountancy, to be incorporated 
in the accountancy library at the University. 
Of this sum £200 is to be given towards the 
immediate purchase of books of the nature 
mentioned. The balance of £400 is to be 
invested, the income to be applied each year 
for the same purpose. The University has 
been pleased to accept this offer. 

Whilst this gift to the University is pn- 
marily for the benefit of students in accouD- 
tancy at the University, the Board made its 
condition that practising public accountants 
should be allowed access for reference pur 
poses to the books purchased from the funds 
made available. 

The Society is pleased to draw the attention 
of members concerned to this gesture by 
Public Accountants Registration Board 
is pleased indeed to extend to members 
invitation on behalf of the Board to make 
use of the books, 
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NEWS AND NOTES — Continued 
SOUTH AUSTRALIAN DIVISION 


President’s Address 

The State President, Mr. L. A. Braddock, 
PA.S.A., recently addressed members on the 
Challenging Work of the English Account- 
ancy Societies. Mr, Braddock referred to the 
manner in which the English accountancy 
societies co-operated in education, and in- 
stanced the joint universities. scheme under- 
taken by the Institute of Chartered Account- 
ants, the Society of Incorporated Account- 
ants, and the Association of Certified and 
Corporate Accountants. This scheme, which 
has cost the societies over £10,000, has re- 
sulted in the creation of Chairs in Accounting 
in five English universities and the appoint- 
ment of full-time lecturing staffs in other 
miversities. 

It has not yielded a large number of mem- 
bers to the professional bodies, but it has 
mised the status of accountancy study to 
miversity level, and the societies look to the 
long term benefit to be derived therefrom. 

In professional matters, the societies have 
co-operated in committees to consider desir- 
able amendments to company legislation, and 
aso other legislation affecting accountancy 
and commerce. Mr. Braddock considered that 
the English societies have given much greater 
service to members than has been given in 
Australia, and instanced : 

1. annual “live-in” congresses; 

2. vigorous research activities under the 
leadership of full-time staff, with subse- 
quent dissemination of the information 

ined by means of printed pamphlets or 
klets selling at low cost; 

i. post-graduate courses in specialist topics 
for qualified men; 

4 fairly large full-time staffs to carry out 
the work of the societies; 

3, gpa of their own buildings and faci- 
Freely admitting that greater services to 

members involved increased cost to members, 

ir. Braddock stressed the financial strength 

d the English bodies and pointed out that 

annual subscriptions ranged up to 
£10/10/- sterling for Fellows, and up to £6/6/- 
Associates. As our own membership ex- 
teded that of each of the English bodies, 
tere was an obvious course if we desired to 
services similar to those made avail- 

ttle by the English societies. 

Accountants are to be found taking a pro- 
uinent part in government committees, semi- 

ment organisations, and in education. 
rtant gatherings of English societies have 

‘strong international flavour. The benefits to 

derived from the free flow of ideas and 

formation of friendships in this way 

Meatly impressed the speaker. 


Research Groups 


At the present time two research groups 
we functioning and are carrying out research 
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on the subjects of Stock Valuation Methods, 
and Effects of Inflation on Company Finances. 
Both of these groups have a full working 
complement, but there is no reason why other 
groups should not be formed. No further 
subject has been allocated to the South Aus- 
tralian Division but there would be no diffi- 
culty in arranging a suitable subject, and it 
is suggested therefore that if sufficient mem- 
bers are interested, a further group should 
be formed. 

There is no special oualification, but any- 
one joining a group must be prepared to give 
a certain amount of time, probably at night, 
in order to attend group meetings, and to 
carry out private reading and preparation 
for submission to the group meetings. Any 
members interested are invited to submit 
jes names to the Registrar as soon as pos- 
sible. 


August Lecture 

Mr. F. E. Piper, Q.C., President of the Law 
Society of South Australia, will address mem- 
bers on 22 August at Stow Hall, on decisions 
in South Australian company law which have 
recently come before the Courts. 


Library 

Practice Notes, Nos. 1—40, issued by the 
Incorporated Accountants Research Commit- 
tee from June 1950 to June 1955, which cover 
a wide field of subjects, have been received 
and are available to members. 


Personal 
Lt.-Col. A. C. Bray, A.A.S.A., has been 
appointed Secretary of the Australian Red 
Cross Society, South Australian Division. 
Mr. G. H. Harris, A.A.S.A., has commenced 
practice at Churchill Building, 61 Gawler 
Place, Adelaide. 


TASMANIAN DIVISION 


Annual Meeting 

The annual Meeting of the Tasmanian 
Division was held at Highfield Hotel, Hobart, 
on Tuesday, 29 March, when sixty-five mem- 
bers were present. 

In formally moving the adoption of the 
Annual Report, the President (Mr. H. H 
Cummins) paid tribute to the three retiring 
members of the Divisional Council, Messrs. 
V. S. Westbrook, E. R. Campbell and J. R. 
Harvey, all of whom had rendered invaluable 
service to the accountancy profession in their 
many years of association with the former 
Federal Institute of Accountants and in the 
first two years of the Society’s existence. 
In seconding the motion Mr. Westbrook, on 
behalf of the retiring Councillors, thanked 
the President for his remarks and called on 
all members to give every support to the 
Council in the future. Mr. L. L. Hibbard re- 
ferred to the sad passing of two prominent 
members of the profession, Mr. H. H. Cum- 
mins, Sr., and Mr. A. R. Hewer. 

The ballot for the election of the Divisional 
Council resulted in the election of the fol- 
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lowing members :—Messrs. D. W. Tapping, 
A. C. Wallace, H. H. Cummins, M. J. Jillett, 
J. G. Cooper, H. W. J. Woolley, W. England, 
H. A. Kerr, A. H. Braby, Q. McDougall, L. N. 
Partington, and R. Woolley. 

Mr. L. L. Hibbard was re-elected auditor 
for the ensuing year. 

At the conclusion of formal business Mr. 
J. G. Cooper, Divisional representative on 
the General Council, addressed members on 
the activities of General Council during the 
past year. He urged that members take an 
active part in research work, as this field of 
activity was most important to the profession. 

Following the Annual Meeting members 
were privileged to hear an interesting address 
by Professor G. G. Firth, Dean of the Faculty 
of Commerce, University of Tasmania, en- 
titled The Balance of Oversea Payments and 
the Australian Economy, after which supper 
was served. 


Northern Branch 


The well attended Annual Meeting of th 
Northern Branch was held on 26 April a 
the New Lounge Tea Rooms, Brisbane 
Launceston. Mr. G. Woolley and Mr. D. 4 
Mayhead were re-elected to the Branch Coup. 
cil which now comprises Messrs. J. E. Bent. 
ley (Chairman), J. G. Clark, H. E. Tregaskis 
S. V. Tilley, L. R. Wastell, D. A. Mayhead 
and G. Woolley. 


Research Lecture 


The Australian Society of Accountants Re. 
search Lecture in the University of Tasmania 
will be delivered by Professor R. J. Cham. 
bers, B.Ec., A.A.S.A., in the H:E.C. Theatrette, 
Hobart, on Tuesday, 20 September, at 8 pm 
The title of the lecture is The Formal Bagis 
of Business Decisions. In his lecture Profes. 
sor Chambers will consider whether certain 
kinds of financial and cost information pr- 
pared by accountants are in fact relevant to 
decisions made by businessmen. 


Australian Accountants Students’ Society 


VICTORIAN DIVISION 
July Meeting 
On Monday, 18 July, 1955 approximately 
fifty-seven members of the Society were pri- 
vileged to hear an address by Mr. W. E. 
Crowe, B.Com., D.P.A., A.A.S.A., on the sub- 
ject of Monetary Theory and Practice. This 
subject has not previously been presented at 
a students’ meeting and all were most inter- 
ested in the points discussed by Mr. Crowe. 
The Council is most grateful and records 
its thanks to Mr. Crowe for the excellent 
presentation of the subject matter and for 
giving of his time and experience. 


September Meeting 


Mr. D. Dobbie, A.A.S.A., A.M.T.C., will 
speak on the subject of Income Tax for Ex- 
amination Purposes on Monday, 12 Septem- 
ber, 1955, in the General Meeting Room, 
Chamber of Manufactures, 312 Flinders 
Street, Melbourne, at 6.30 p.m. 


Vice-President 

At the Meeting of the Council held on Mon- 
day, 18 July, Mr. J. E. Carrick was elected 
Vice-President of the Society for the en- 
suing twelve months. 


SOUTH AUSTRALIAN DIVISION 

Film Night 

By courtesy of the Public Relations Officer, 

. S. B. Jeffery, members were entertained 
at a film night at the G.P.O., Adelaide, on 
Monday, 27 June. The following films were 
shown to members :—Tasmanian Story, On 
the Beam, High Fliers, and Jonathon’s Pro- 
ject. The President, Mr. B. A. Howie, ex- 
tended a vote of thanks to Mr. Ron Schrader, 
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the operator, and a letter of appreciation was 
sent to Mr. Jeffery for arranging the evening. 


Lecture 

On 19 July, members were invited to at- 
tend the lecture given to members of the 
South Australian Division of the Australian 
Society of Accountants by Mr. L. A. Brad- 
dock, B.Ec., F.A.S.A., on The Challenging 
Work of the English Accounting Societies. 
The Students’ Society wishes to thank the 
Divisional Council for permitting members to 
attend this lecture. 
Future Activities 

The following meetings have been arranged 
by the committee for August and September: 
a Mercantile Law lecture by Mr. K. D. Hil 
ton, LL.B., F.A.S.A., at the Advertiser Lee 
ture Room on 17 August, and a lecture by 
Mr. Lathey on Business Executive Trai 
on 23 September. A circular for each 
these lectures will be sent to all members. 


TASMANIAN DIVISION 

Lecture Series 

The Committee in recent weeks has been 
meeting continuously for the purpose of at 
ranging a comprehensive programme for 
year. Lectures have been arranged on 
following topics: Income Tax, Banking and 
Exchange, Overseas Credits, Travel and the 
Supermarket, Time and Motion Study. | 
particulars of the programme will be 
shortly. 
Subscriptions ; 

Members of the Society whose subscrip 
tions have not been renewed are requested 
forward them as early as possible to the Hon 
Treasurer, Mr. J. C. Easther, Esp 
Montagu Bay, via Lindisfarne. 
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Women are Born Fools 


“Women are certainly great fools; 
but nature made them so.” So wrote 
Mary Wollstonecraft (1759-1797), the 
mother of the second Mrs. Shelley; the 
author of “A Vindication of the Rights 
of Women”; the pioneer of the modern 
feminist movement; a courageous, lov- 
able and beautiful woman. The thesis 
of Mary’s book “‘is the right of woman 
to develop and preserve a complete, 
mature and separate personality” 
(Mona Wilson) with the following 
orollaries: the natural companionship 
if boys and girls, the economic indepen- 
dence of women after marriage, access 
to the professions, particularly medi- 
tne, and ultimately direct representa- 
tion in Parliament. 


The book was published in 1792 at a 
time when conservative reaction “in 
England, led by Edmund Burke, was 
setting in against the excesses of the 
French Revolution; at a time when the 
satus of women was far below Mary’s 
ideal. The contemporary reaction to 
the book may be best summed up by the 
jibe of Horace Walpole who dubbed her 
‘ahyena in petticoats”. 

Then, and for nearly a hundred years 
iter, married women were, economi- 
ally; in a state of slavery. On mar- 
nage, her property was subject to the 

nion of her husband. It was not 
util the U.K. Married Women’s Pro- 
perty Act was passed in 1882 that this 
spect of female emancipation was 
flected. It was hastened by the “Penge 
Tragedy” where one Staunton had mar- 
ted an heiress and, with the aid of his 
tlatives, deliberately starved her to 
th in order to enjoy her fortune. 
¢ public realised that this murder 
vould not have taken place had not the 
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law of England provided that marriage 
conferred the property as well as the 
person of a wife upon her husband, and 
force was added to the already growing 
clamour for separate property for 
wives. “The first Married Women’s 
Property Act was passed in 1882, and 
the last ‘i’ of this subject was dotted 
and the last ‘t’ crossed when, in 1934, 
it was enacted that a husband should 
no longer be liable to be sued for the 
wrongs committed by his wife” (E. 
Stewart Fay). 


With respect, the last “i” has not 
been dotted in England. It is the ex- 
ception for a woman to possess a sepa- 
rate estate on marriage; it is, there- 
fore, of importance that she should 
acquire one during marriage. The Aus- 
tralian Income Tax Assessment Act 
encourages that acquisition by provid- 
ing for separate assessments on the 
incomes of a husband and a wife. Alas, 
in the United Kingdom, a husband and 
wife are, in effect, jointly assessed. 
Therefore, apart from the saving in 
death duty—normally a remote benefit 
in the mind of the husband—there is no 
immediate encouragement for a United 
Kingdom husband to make gifts of 
income producing property to his wife. 
The system of joint assessment is, of 
course, a relic of the barbarous times 
when the husband assumed possession 
over his wife’s income, and it was only 
right that he should be assessed on it. 
I happened to witness a debate in the 
House of Commons in 1920 when this 
subject was discussed. An Opposition 
member claimed that the law of joint 
assessment promoted immorality, in 
that a couple living together in an un- 
married state paid much less (progres- 
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sive) income tax and sur-tax than a 
married couple. Mr. Austen Chamber- 
lain was then the Chancellor of the 
Exchequer. He rose, donned his silk 
hat, and rebuked the member (I believe 
it was Commander Kenworthy). Cham- 
berlain said it was a shameful thing to 
suggest that any English couple would 
contemplate living in sin merely to 
effect a paltry saving in income tax. 
The report of the debate must have 
reached Austria, where the same 
anachronistic system prevailed, because 
soon afterwards two concert artists, 
who were married, but performed on 
different circuits and spent only a holi- 
day together, decided to become 
divorced, and out of the saving in in- 
come tax enjoyed a far more expensive 
annual holiday together. 


The separate assessment of husband 
and wife in Australia and other civi- 
lised countries has, I claim, done much 
to encourage husbands to settle pro- 
perty on their wives. For example, I 
have been told that women in the 
United States own more shares in U.S. 
corporations than men, and I feel sure 
the tendency is the same in Australia, 
if it has not already reached that state. 
The tendency has been given an addi- 
tional spur in New South Wales by 
reason of a stupid piece of local legis- 
lation. Many husbands had reached 
the stage where they were prepared to 
settle income on their wives or widows 
but locked up the capital by granting 
the spouse only a life interest—the 
capital, on her death, to go to children 
or other relatives. Previously, the 
estate paid duty once only whether the 
capital, or only the income thereof, was 
left to the widow. By reason of a re- 
cent law, the estate now pays double 
duty when an estate is left to a wife for 
her life, with remainder over to other 
beneficiaries—N.S.W. duty is payable 
once on the death of the testator and 
again when the capital passes to the 
remaindermen on the death of the 
widow. Apart from the fact that mil- 
lions of pounds are being and will be 
transferred out of New South Wales, 
as witness the considerable growth of 
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Canberra investment companies aj 
other legal devices, so that the NSW 
Government will get no duty at all » 
those millions, this piece of legislati, 
will have the unintended merit of i. 
ducing husbands to part with portin 
of their capital to their wives durin 
their lifetime. If the donor surviyy 
the three-year period, his estate yj 
escape all death duties on the gift 
Thus, Mary’s dream of “economic jp. 
dependence of women” is, by the shor. 
sighted bungling of a male Parliament 
brought one day’s march nearer home. 

There remain many other questioy 
such as equal pay for women, and th 
right to retain housekeeping surpluses. 
Space allows me to do no more thant 
advert to these and say, as a feminist, 
that, although women are several day: 
march nearer home since 1792, the 
are not home yet; and the “t’s” hav 
not yet been crossed. 

‘Even in respect of the acquisition of 
capital by a wife by way of gift from 
her husband, all is not easy. There ar 
still dingoes in the path. An employe 
of many years ago, a solicitor, 
vicariously suffered a dreadful experi. 
ence. He had prepared a deed of gift 
for a middle-aged client, who had there 
by divested himself of most of his 
wealth in favour of his wife. A few 
years afterwards the wife tume 
against her husband, who, by this time, 
had lost his lucrative post through per 
manent illness. The husband was turned 
into the wilderness and died in poverty. 
The solicitor, in horror, consulted his 
brother, a doctor, who said that the 
wife’s action had a natural origin 1 
that there was a tendency for a wife 
to eject her husband from the home 
when she was no longer capable d 
bearing children. Consequently, a) 
employer told his story to every hu 
band who contemplated such a setil 
ment, and in a long and influential life 
must have prevented many tho 
of pounds from reaching their prope! 
destination. But surely civilised wom! 
has overcome such atavism. The ca 
was a highly exceptional one, and the 
vast majority of mankind enjoys te 
happy fate of John Anderson of Burts 
immortal song. 
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END PAGES — Continued 


Another argument, with much more 
force, is that women cannot be trusted 
with relatively large sums of money. 
There are, of course, records of folly, 
but I doubt if the male is any wiser 
than a female in this regard. At all 
gents, it is better for a husband to 
train his wife in the use of money and 
investments while he is alive than to 
lave her, in an unprepared condition, 
to handle an estate after his death. A 
weful plan is to teach his wife to keep 
aset of books. It is much more difficult 
to learn to play a good game of bridge 
than it is to acquire the art of double- 
atry book-keeping as applied to a par- 
el of investments. My wife can take 
out a trial balance, close off her books, 
and prepare a balance sheet like a vete- 
rn bookkeeper. I admit that on the 
rare occasions the trial balance reveals 
amistake, my choice of action is simple. 
[can either choose the Englishman’s 
gvereign remedy of taking a long walk, 
a Ican help her find the mistake. On 
this occasion, Milton is wrong—they do 
nt serve who only stand (or worse, 
sit) and wait. 


Ihave overspent my time on only one 
of Mary Wollstonecraft’s dreams which 
have come or are coming to pass. I had 
much to say on another’ subject, 
tamely, the access of women to the 


professions, but shal] have to leave this 
for another occasion. I shall content 
myself by committing a grave imper- 
tinence—the giving of advice to the 
ladies. I suggest that every lady should 
have the following text hung up in her 
bedroom: “Women are born fools”—a 
shorthand version of Mary’s pronounce- 
ment. By continual study of this text 
and its implications, she will learn 
that men are greater fools, but the 
greater the fool the greater the com- 
pensating cunning. She must outmatch 
this cunning not by taking up Lysis- 
tra’s arms against a sea of trouble; 
not by use of the tawdry weapons of 
the past; but by proving that she can 
excel man in any walk of life where 
brute strength is not the essential re- 
quirement. As punishment for her past 
folly in not seeing and overcoming the 
greater folly of man, she must not 
merely equal, she must excel the male. 
Moreover, it must be the rule that 
Sylvia and all her sisters are excelling. 
Women must not be content with 
isolated freaks so that she may be 
“classed along with singing mice and 
card-playing pigs” (language which I 
have borrowed from another lady, 
George Eliot). If Sylvia, who is holy, 
fair and not so wise because her virtues 
contribute to her folly—if Sylvia will 
do these things, all the swains will yet 
commend her and she will still 
admired, nay adored, be. 





The Australian Accountant, August, 1955 





Professional 


Notices 


Rate per line: 5/-. Minimum per insertion: 
15/-. 


ASSISTANCE TO PRACTITIONERS— 
Fellow, with long experience in taxation field, 
and with limited Sydney practice, has time 
available to assist other accountants. Reply 
to No. 196, c/o Australian Society of Accoun- 
tants, 5 Bligh Street, Sydney. 


SYDNEY PRACTITIONER experienced in 
Accounting, Auditing and Taxation, has time 
available to assist other accountants. Tele- 
phone: MU 9275. 


ACCOUNTANCY PRACTICE or part or 
small number of clients wanted Sydney or 
nearby. LU 2526, FA 2302, FA 2759, JA 8334. 


MEMBER practising in northern N.S.W. 
is desirous of either representing members 
for local work or purchasing their interests 
in that area. Enquiries to No. 200, c/o 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


MANUFACTURING AND DISTRIBU- 
TION—A large firm engaged in specialised 
manufacture and distribution requires a 
young man to train for the post of General 
Manager. Qualifications necessary: Initiative 
and ability to learn; Accountancy background 
a decided advantage—good salary. Apply in 
writing (in strict confidence) giving full 
details of age, experience, and qualifications 
to “Manufacturer,” c/o L. A. Walker & Son, 
Chartered Accountants (Aust.), 81 Collins 
Street, Melbourne. 


ASSISTANCE OFFERED — Practising 
accountant has time and trained staff (in- 
cluding typists) available to assist members 
during peak periods. Enquiries to No. 199, 
c/o Australian Society of Accountants, 5 
Bligh Street, Sydney. 


FOR SALE—Gunn’s Commonwealth Income 
Tax Law and Practice and other accountanc 
books. Apply Mossman, 157 Camberwell 
Road, Camberwell. WF 1168. 


ASSOCIATE — Young, tax experience, 
wants position with Public Accountant with 
prospect of partnership. Anywhere in Vic- 
toria. No. 409, c/o Australian Society of 
Accountants, 37 Queen Street, Melbourne. 


368 


LARGE AND GROWING AUSTRALE 
COMPANY is seeking an _ energeti¢ 
capable young man for an executive 
with excellent prospects of advancement, | 
right man should have secretarial expers 
be capable of organising and supervising 
work of a busy Share Department 
either qualified or about to qualify. 
mencing salary will depend on experie 
qualifications but will certainly be not, 
than £1,200 per annum. Apply in y 
“Administration,” Box 39, Post Office, 
main, N.S.W. 


ASSISTANT ACCOUNTANT —4 
tions are invited for the position of Assi 
Accountant with a leading firm of Aus 
sian Merchants. Applicants should 
tween 20 and 30 years of age. The 
calls for an energetic man capable of) 
playing initiative and a thorough kno 
of accounts. Salary will be paid ing 
dance with qualifications and exper 
Applications should be made in writ 
Gilbert Lodge & Co. Ltd., Box 2546, GF 
Sydney, N.S.W. a 


ACCOUNTANCY STUDENT—Near 
fied man required by public accountant 
Sydney office and suburban branch. 
position, varied work, excellent pre 
Reply to No. 198, c/o Australian Soci 
Accountants, 5 Bligh Street, Sydney. 


en, 


PRACTICE REQUIRED—Brisbane 
countancy firm with city practice i 
enquiries from members in Brisbane” 
suburbs) who desire to dispose of their BR 
tice or part thereof. Particulars theredt) 
confidence to No. 126, c/o Australian 8 
of Accountants, Box 457F, G.P.O., Bri 


SMALL ACCOUNTANCY PRACTI 
quired Melbourne suburbs up to £2,000. 
No. 407, c/o Australian Society of 
tants, 37 Queen Street, Melbourne. 


ASSOCIATE with established p 
East Melbourne wishes to expand. 
to accept a practice or part of prac 
where in Victoria, preferably Western 
trict or Gippsland. Reply No. 408, ¢/04 
tralian Society of Accountants, < 
Street, Melbourne. 
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